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An Investment for Peace 


MILITARY PROGRAM A BULWARK AGAINST COMMUNISM. 


By HARRY S. TRUMAN, President of the United States 
Delivered at the Golden Jubilee Convention of the Veterans of Foreign Wars, Miami, Florida, August 22, 1949 


R. Commander-in-Chief, distinguished guests, fel- 
low members ot the Veterans of Foreign Wars: 


stand together, can be taken over one by one. And now, 
all of us are determined that, by joint efforts and a common 


e I am happy to be in Miami today to help cele- defense, we shall become strong enough to prevent another 
brate the golden jubilee anniversary of this organization. terrible conflict. 
| I want to thank you for that gold card, this golden : 
jubilee cap, this membership certificate here, member of New Puase or Human History 
the Scroll of Honor. I appreciate all these things. I am Four years ago, when the war ended, the world entered 
particularly happy to have this Missouri mule. a new phase of human history. There were many who be- 
I am proud to be a member of the oldest active veterans’ lieved that the world would quickly return to its old ways. 
organization in the nation. For fifty years the VFW has Many believed that the countries of the world would work 
been serving not only the interests of the men who have _ their way, peacefully and in cooperation, back to conditions 
fought for our country in foreign lands, but also the interests - of stability and prosperity, and that is what we all pray for. 
of our whole nation. But the effects of this last war were too far-reaching to 
| have watched the splendid humanitarian work which permit such an easy adjustment. The destruction had been 
: our organization carries on. I have also been gratified by the too great to allow a quick recovery. The accumulated wealth 
record of the VFW in other fields, and particularly in the of generations had been poured out and lost in the conflict. 
‘ field of international policy. Conditions of world trade had been fundamentally altered. 
; I recall the United Nations rally in 1942, at the forty- As a result of the upheaval, many peoples demanded new 
' third national encampment in Cincinnati, to which fourteen rights and new responsibilities. Men who had lived for 






















































































Allied nations sent representatives. | remember the victory 
conference in 1945 at our Chicago encampment, where rep- 
resentatives from twenty-one Allied nations met to discuss 
the value of cooperation in war and the importance of con- 
tinuing international cooperation in time of peace. The 
VEW has continued this fine record by its strong support of 
the North Atlantic Treaty. 

I am particularly pleased that you have asked me to be 
here on the day the VFW is honoring distinguished repre- 
sentatives from other countries which have joined in the 
North Atlantic Treaty. The presence of veterans from most 
of the treaty countries, meeting with our own veterans, is 
symbolic of the spirit that binds together the free nations 
of the world. 

All the countries that signed the treaty have learned the 
tragic cost of war. All of us have learned how weakness 
invites aggression—how democratic countries, unless they 


centuries in economic or political servitude asked for inde- 
pendence and a fair share of the good things of life. 

The war against tyranny was sustained by belief in the 
Four Freedoms. Men refused to yield to dictatorship because 
they desired and believed they could secure conditions of 
material and spiritual freedom. When the war ended, they 
demanded to be treated as free men. They demanded a world 
in which they could attain security and liberty. 

This demand cannot be suppressed. It must not be frus- 
trated. It presents a challenge to us and to the values of our 
civilization which will require all our energies and wisdom 
to satisfy. 

One pretended answer to this demand of mankind is 
offered by organized communism. But that answer is a 
false one. Communism claims to satisfy the universal desire 
for a better life. But, in fact, it lures men by false promises 
back to tyranny and slavery—and more and more people, all 
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over the world, are learning that fact, some of them to their 
cost. 

The free nations of the world offer a different answer to 
the demand of mankind for security and liberty. Our answer 
is based upon voluntary association among free nations, 
mutual adjustment of our common problems, and combined 
economic effort. We are convinced that through these means 
the world can achieve economic progress and at the same 
time maintain and expand democratic freedoms. We are con- 
vinced that our answer will prevail. 


PeopLe MEETING CHALLENGE 


The people of the United States have been meeting this 
challenge. In four short years they have done more in the 
cause of world peace and world recovery than any nation has 
ever before been called upon to do. 

We are not alone in this effort. Many nations which share 

our democratic values and our traditions are working with 
us. Without these Allies in the cause of peace, our task 
would be entirely hopeless. We can win a permanent peace 
only through the joint efforts of free nations striving toward 
the same objectives. 

To achieve a better world we must prevent international 
violence. Unless protection against war can be secured, all 
efforts for the advancement of mankind will fail. One of the 
most important aspects of our foreign policy, therefore, is our 
effort to establish international order. 

To this end, we have joined with other nations in creating 
a world organization which would outlaw aggression and 
establish a means of settling international disputes. 

The principles of the United Nations are still our goal. 
We have undertaken to defend and preserve them. We will 
keep that pledge. 

Shortly after the end of the war, however, it became 
apparent that the United Nations could not live up to all 
our hopes for it until all nations were united in the desire 
for peace. It became necessary, therefore, for the free coun- 
tries to take action to defend the principles of that organi- 
zation and to preserve it. 

By an overwhelming bipartisan vote the Congress ap- 
proved my recommendation early in 1947 that the United 
States help Greece and Turkey resist Communist pressures. 
Our prompt action preserved the integrity of both those 
countries. 

By an equally overwhelming vote in 1948 the Congress 
approved our joint enterprise with sixteen European nations 
to achieve economic recovery. The European Recovery Pro- 
gram has prevented general collapse in Europe, and has 
given hope to all countries who want to see the world resume 
the course of economic progress. 


Miuitary AssisTANCE VITAL 


While we are working with our friends in Europe we 
are also working with our friends and neighbors in this 
Hemisphere. The pact of Rio de Janeiro, signed in Septem- 
ber, 1947, binds the nations of North and South America 
together in a defensive alliance. 

The United States and eleven other nations have now 
joined in the North Atlantic Treaty. Like the Rio pact, 
this is a pledge of mutual assistance by nations which are 
determined to protect their independence. It is based on the 
principle that an armed attack on one nation is an attack 
on all. 

The next task is to back up this principle with military 
assistance to European nations, and to certain other nations, 
which are unable to build up their defenses without outside 


help. 


I have recommended to the Congress that the United 
States supply three kinds of military assistance to friendly 
democratic nations in need of our help. 

First, we should help them increase their own military 
production. Second, we should transfer to them some essen- 
tial items of military equipment. Third, we should send 
some of our experts abroad to help train and equip their mili- 
tary forces. 

Some people who do not understand the state of the world 
very well have tried to make the military assistance program 
seem a difficult and confused issue. On the contrary, it is 
very simple. 

The purpose of the military assistance program is to pre- 
vent aggression. Our European partners in the North Atlan- 
tic Treaty are not strong enough today to defend themselves 
effectively. Since the end of the war they have been con- 
centrating on rebuilding their war-torn economies. 

We can strengthen them, and ourselves, by transferring 
some military means to them, and by joining with them in a 
common defense plan. The military assistance program is 
based on the same principle of self-help and mutual aid that 
is the cornerstone of the European Recovery Program and 
the North Atlantic Treaty. 

We are not arming ourselves and our friends to start a 
fight with anybody. We are building defenses so that 
we won't have to fight. In two instances, if we had been 
ready, there would have been no wars. 


No DesirRE FOR AGGRESSION 


Our aid will be limited to the material necessary to equip 
mobile defense forces. These forces will constitute no threat 
to th> independence of other nations. The democratic nations 
have no desire for aggression; they only want to be able to 
defend their homes. 

Most of our assistance under this program will go to 
Atlantic Treaty countries, but we will also help certain other 
nations whose security is important to world peace. We must 
continue our aid to Greece and Turkey. We should help 
Iran maintain its firm stand against Soviet pressure. And, 
in the Far East, two young republics—the Philippines and 
Korea—need military assistance if they are to maintain their 
national security. 

If it were possible, we would prefer that these bulwarks 
against aggression be established by the United Nations. We 
hope the peace of the world will some day be enforced by 
security forces under the control and direction of the United 
Nations. 

We have been working for that. 

But the Soviet Union has blocked every effort to establish 
an effective international police force and to free the world 





CORRECTION 





In the August 15th issue the speech entitled 
“Foreign Trade of Latin America,’ was delivered 


by Dr. Carlos Davila on April 28, 1949. 


Through printers errors Dr. Davila’s name 
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from the fear of aggression. For that reason, we have had to 
join other friendly nations in forming regional defense pacts. 

‘The United Nations Charter was wisely drawn to permit 
these regional defense pacts and other collective security 
irrangements which are consistent with the great principles 
of that charter. The military assistance program will help 
the United Nations to operate more effectively by increasing 
the collective as well as the individual! ability of free coun- 
tries to resist aggression. 

The military assistance program and the European Re- 
‘overy Program are part and parcel of the same policy. 
There is the closest relationship between economic recovery 
and military defense. 

On the one hand, economic recovery will lag if the 
haunting fear of military aggression is widespread. Such 
fear will prevent new investments from being made and new 
industries from being established. 

On the other hand, if protection against aggression is as- 
sured, economic recovery will move forward more rapidly. 
Sound economic recovery and adequate military defense must 
be carried forward together in balance. That is exactly what 
we propose to do. 

(jreat progress has been made in economic recovery in 
urope. The production of the western nations of Europe 
has been rising steadily. To continue the momentum of this 
economic advance it is necessary now to remove the obstacles 
reated by the fear of military aggression. 

We should therefore undertake a program of military 
i without delay. The cost of such a program is 
considerable, but it represents an investment in security that 
will be worth many times its cost. It is part of the price of 


issisfance 


peace, 





Which is better—to make expenditures to save the peace, 
or to risk all our resources in another war? 

Peace with freedom and justice cannot be bought cheaply. 
No single program can bring it about, nor can any single 
nation. It can only be assured by the combined efforts of the 
multitudes of people throughout the world who want a 
secure peace. They are our friends and they are friends worth 
having. We must keep them our friends if the world is to be 
a decent place for our children and their children to live in. 

We must face the fact that we have forever put behind us 
the false security of isolationism. We have done so because 
we have learned—and learned the hard way—that, in the 
world of today, isolationism is a futile and vulnerable shield. 

We have learned that the defense of the United States 
and the defense of other freedom-loving nations are indi- 
visible. We have learned that we can serve our country 
best by joining in the common defense of the rights of all 
mankind. 

The Congress of the United States in noble words has set 
out certain purposes of the Veterans of Foreign Wars. Our 
organization is pledged: 


“To maintain true allegiance to the government of 
the United States of America, and fidelity to its Con- 
stitution and laws; to foster true patriotism ; to maintain 
and extend the institutions of American freedom; to 
preserve and defend the United States from all her 
enemies.” 


In the fulfillment of those high purposes, I enlist your 
support to the end that we may persevere in the ways of 
peace with the same vigor and determination with which 
we fought our country’s wars. 


Think of the Next Generation 


ITEMS FOR SERIOUS THOUGHT BY ALL 
By HERBERT HOOVER, former President of the United States 


Y first duty is to acknowledge your generous reception 
and these most generous gifts to the Library. 
L It is now thirty-four years since this Library on 
War, Revolution and Peace was founded. Over these years 
friends of the Library have contributed over $3,450,000 
toward its support. And of priceless value have been the 
millions of documents and materials furnished freely by hun- 
dreds of individuals and three-score governments. 
‘This institution is not a dead storage. It is a living thing 
which over the years will correct a vast amount of error in 
the history of these troubled times. It will also teach the 
stern lessons of how nations may avoid war and revolution. 
Not being a government institution, it has never received 
a dime from government sources, and its scholars therefore 
can be as free as the Sierra winds in its use and in the ex- 
pression of objective truth. 


The Neep ror SomME NATIONAL THINKING 

In the somber situation of the world I would be derelict 
if today I discussed the lighter side of life instead of the 
serious issues which weigh on my heart. 

Some of you will know that during the past two years 
I have added somewhat to my previous knowledge of the 
currents of government in this Republic. Beyond the im- 
mediate problems of efficient organization of the Federal 





Delivered at His 75th Birthday Celebration, Stamford University, California, August 10, 1949 





Departments, there arise from these investigations some 
grave questions as to our whole future as a nation. 

Now, as never before, we need thinking on some of these 
questions. If America is to be run by the people, it is the 
people who must think. And we do not need to put on sack- 
cloth and ashes to think. Nor should our minds work like a 
sundial which records only sunshine. Our thinking must 
square against some lessons of history, some principles of gov- 
ernment and morals, if we would preserve the rights and 
dignity of men to which this nation is dedicated. 

The real test of our thinking is not so much the next 
election as it is the next generation. 

I am not going to offer you solutions to our national ills. 
But I shall list some items for thought. Perhaps in Japanese- 
English a subhead would be “Bring feet from clouds into 
swamp where we now are.” 


THE GrowTH OF SPENDING 


We must wish to maintain a dynamic progressive people. 
No nation can remain static and survive. But dynamic prog- 
ress is not made with dynamite. And that dynamite today 
is the geometrical increase of spending by our governments— 
Federal, state and local. 

Perhaps I can visualize what this growth has been. 
Twenty years ago, all varieties of government, omitting 
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Federal debt service, cost the average family less than $200 
annually. Today, also omitting debt gervice, it costs an 
average family about $1300 annually. 

This is bad enough. But beyond this is the alarming 
fact that at this moment executives and legislatures are seri- 
ously proposing projects which if enacted would add one- 
third more annually to our spending. Add to these the debt 
service and the average family may be paying $2900 yearly 
taxes. They may get a little back if they live to over 65 
years of age. 


THe GRowTH OF BUREAUCRACY 


No doubt life was simpler about 147 years ago, when our 
government got well under way. At that time there was less 
than one government employee, Federal, state and local 
including the paid military, to each 120 of the population. 
Twenty years ago, there was one government employee to 
about 40 of the population. Today, there is one government 
employee to about every 22 of the population. Worse than 
this, there is today one government employee to about 8 of 
the working population. 


THE GrRowTH OF DEPENDENCY 


Twenty years ago, persons directly or indirectly receiving 
regular monies from the government—that is, officials, sol- 
diers, sailors, pensioners, subsidized persons and employees 
of contractors working exclusively for the Government— 
represented about one person in every 40 of the population. 

Today about one person out of every 7 in the population 
is a regular recipient of government monies. If those of age 
are all married, they comprise about one-half the voters of 
the last Presidential election. 


Think it over. 


WORKING FOR THE GOVERNMENT 


In the long run it is the Average Working Citizen who 
pays by hidden and other taxes. I have made up a little 
table showing the number of days which this kind of citizen 
must work on average to pay the taxes. 


Days’ work 


Obligations from former wars 11 
Defense and Cold War 24 
Other federal expenditures 12 
State and local expenditures _ 14 

Total thus far aa ——-_ 


But beyond this the seriously proposed further spending 
now in process will take another 20 days work from Mr. 
and Mrs. Average WV. Citizen. 

Taking out holidays, Sundays, and average vacations, there 
are about 235 working days in the year. Therefore, this 
total of 81 days work a year for taxes is about one week 
out of every month. 

You might want to work for your family instead of 
paving for a gigantic bureaucracy. 

Think it over. 


CONFISCATION OF SAVINGS 


To examine what we are doing, we must get away from 
such sunshine figures as the gross national income. We must 
reduce our problem to the possible savings of the people 
after a desirable standard of living. If we adopt the Federal 
Government’s estimate of such a desirable standard, then 
the actual, and the seriously proposed, national and local 
governmental spending will absorb between 75% to 85% of 
all the savings of the people. In practice it does not work 








evenly. The few will have some savings, but the many 
must reduce their standard of living to pay the tax collector. 

And it is out of savings that the people must provide their 
individual and family security. From savings they must buy 
their homes, their farms and their insurance. It is from their 
savings finding their way into investment that we sustain and 
stimulate progress in our productive system. 

One end result of the actual and proposed spendings and 
taxes to meet them is that the Government becomes the 
major source of credit and capital to the economic system. 
At best the small business man is starved in the capital 
he can find. Venture capital to develop new ideas tends to 
become confined to the large corporations and they grow 
bigger. Governments do not develop gadgets of improved 
living. 

Another end result is to expose all our independent colleges 
and other privately supported institutions to the risk of be- 
coming dependent upon the state. Then through politics we 
will undermine their independence which gives stimulus to 
government supported institutions. 

No nation grows stronger by subtraction, 

Think it over. 


GOVERNMENT BorROWING 


It is proposed that we can avoid these disasters by more 
government borrowing. That is a device to load our ex- 
travagance and waste on to the next generation. But increas- 
ing government debts can carry immediate punishment for 
that is the road to inflation. There is far more courage in 
reducing our debts than in increasing them. And that is a 
duty to our children. 


INCREASING TAXES 


And there is no room for this spending and taxes except 
to cut the standard of living of most of our people. It is 
easy to say increase corporation taxes. That is an illusion. 
The bulk of corporation taxes is passed on to the consumer— 
that is to every family. It is easy to say increase taxes on 
the higher personal income brackets. But if all incomes over 
$5000 a year were confiscated, it would cover less than 10% 
of these actual and proposed spendings. 

The main road is to reduce spending and waste and defer 
some desirable things for a while. 


We Cannot Have EVERYTHING AT ONCE 


There are many absolute necessities and there are many 
less urgent meritorious and desirable things that every indi- 
vidual family in the nation would like to have but cannot 
afford. To spend for them or borrow money for them would 
endanger the family home and the family life. So it is with 
the national family. 

So long as we must support the necessary national de- 
fense and cold war at a cost of 24 days work per year to 
Mr. Average W. Citizen there are many comforting things 
that should be deferred if we do not wish to go down this 
road to ruin of our nationa! family life. 

Think it over. 


THE Back Roap to COLLECTIVISM 


Along this road of spending, the Government either takes 
over, which is socialism, or dictates institutional and eco- 
nomic life which is fascism. 

The American mind is troubled by the growth of collec- 
tivism throughout the world. 

We have a few hundred thousand Communists and their 
fellow travelers in this country. They cannot destroy the Re- 
public. They are a nuisance and require attention. We also 
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have the doctrinaire socialists who peacefully dream of their 
utopia, 

But there is a considerable group of fuzzy-minded people 
who are engineering a compromise with all these European 
infections. ‘They fail to realize that our American System 
has grown away from the systems of Europe for 250 years. 
‘They have the foolish notion that a collectivist economy can 
at the same time preserve personal liberty and constitutional 
povernment. 

The steady lowering of the standard of living by this 
comipromised collectivist system under the title “austerity” in 
I-ngland should be a sufficient spectacle. It aims at a fuller 
lite but it ends in a ration. 

Most Americans do not believe in these compromises with 
collectivism. But they do not realize that through govern- 
mental spending and taxes, our nation is blissfully driving 
down the back road to it at top speed. 

in the end these solutions of national problems by spend- 
ing are always the same—power, more power, more centrali- 
zation in the hands of the state. 

We have not had a great socialization of property, but 
we are on the last mile to collectivism through governmental 
collection and spending of the savings of the people. 

Think it over. 


FooL!tNG THE PEOPLE’s THINKING 


A device of these advocates of gigantic spending is the 
manipulation of words, phrases and slogans to convey new 
meanings different from those we have long understood. 
These malign distortions drug thinking. They drown it in 
emotion. We see government borrowing and spending trans- 
ferred into the soft phrase “deficit spending.” The slogan 
of a “welfare state’ has emerged as a disguise for the 
totalitarian state by the route of spending. Thomas Jefferson 
would not recognize this distortion of his simple word “wel- 
fare’ in the Constitution. Jefferson’s idea of the meaning 
of welfare lies in his statement “To preserve our inde- 
we must make a choice between economy and 
liberty or profusion and servitude. . . . If we can prevent 
rovernment trom wresting the labors of the people under 
the pretence of caring “or them we shall be happy.” 

Another of these distortions is by those who support such 
. state and call themselves “liberals.’”’ John Morley would 
not recognize them. 

ut of these slogans and phrases and new meanings of 
words come vague promises and misty mirages, such as 
‘security from the cradle to the grave,” which frustrate those 
basic human impulses to production which make a dynamic 
nation, 

‘Think it over. 


pendence... 


The World Resources Situation 





Wuere BLamMeE Must Be PLAcep 


It is customary to blame the Administrations or the legis- 
latures for this gigantic increase in spending, these levies 
on the nation’s work-days, and this ride to a dead-end of our 
unique and successful American system. A large cause of this 
growing confiscation of the work of the people by our various 
Governments is the multitude of great pressure groups among 
our citizens. Also the state and municipal governments pres- 
surize the Federal Government. And within the Federal 
Government are pressure groups building their own empires. 

Aggression of groups and agencies against the people as 
a whole is not a process of free men. Special privilege either 
to business or groups is not liberty. 

Many of these groups maintain paid lobbies in Washington 
or in the State Capitols to press their claims upon the Ad- 
ministrations or the legislatures. 

Our representatives must run for election. They can be 
defeated by these pressure groups. Our officials are forced to 
think in terms of pressure groups, not in terms of need of 
the whole people. 

Perhaps some of my listeners object to somebody else’s 
pressure group. Perhaps you support one of your own. Per- 
haps some of you do not protest that your leaders are not 
acting with your authority. 

Think it over. 


In CONCLUSION 


And finally, may I say that thinking and debate on these 
questions must not be limited to legislative halls. We should 
debate them in every school. We should resort to the old 
cracker barrel debate in every corner grocery. There phrases 
and slogans can be dissolved in common sense and integrity. 

A splendid storehouse of integrity and freedom has been 
bequeathed to us by our forefathers. In this day of confusion, 
of peril to liberty, our high duty is to see that this store- 
house is not robbed of its contents. 

We dare not see the birthright of posterity to individual 
independence, initiative and freedom of choice bartered for 
a mess of a collectivist system. 

\Iy word to you, my fellow-citizens, on this seventy-fifth 
birthday is this: The Founding Fathers dedicated the struc- 
ture of our government “to secure the blessings of liberty to 
ourselves and our posterity.” We of this generation inherited 
this precious blessing. Yet as spendthrifts we are on our way 
to rob posterity of its inheritance. 

The American people have solved many great crises in 
national life. The qualities of self-restraint, of integrity, of 
conscience and courage still live in our people. It is not too 
late to summon these qualities. 





WISE CONSERVATION AND DEVELOPMENT WILL HELP INSURE WORLD PEACE. 
By JOHN A. KRUG, United States Secretary of the Interior 


Delivered at the opening of the United Nations Scientific Conference on the Coi. rvation and 


N behalf of President Truman and the American 
delegation, | take great pleasure in welcoming you 
to this historic conference. The good that this group 
can do is practically unlimited. The President looks at 
this meeting as a mobilization of effective forces for progress 
and peace. He has asked me to express his great pleasure 


Utilization of Resources, Lake Success, N. Y., August 17, 1949 


that the United Nations have accepted his invitation and 
called you together for world service. 

The people of the world will pay close attention to your 
deliberations and will learn much from you. Two years ago, 
in suggesting this conference, President Truman expressed 
the hope that international science could itself become a 
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great international resource. There should be freedom of 
access to that resource for all. You are engaged in making 
that hope a reality. 

I need hardly say that the world expects much of you. 
The men who can save the eroding soil, the dying plants, 
the disease-ridden cattle and crops, and provide more food 
and better food, are clearly among the most useful members 
of the human race. 

You represent far more than the ability and effort of the 
human race to cope with the natural and men-made calami- 
ties that impede our growth and progress. Few problems of 
resource conservation or use can be worked out by any one 
specialist alone. They require the joint efforts of many for 
their solution. The “know-how” you have perfected—includ- 
ing the knowledge of how to work together—is an essential 
part of the wisdom we need in building a cooperating world. 


Betrer EpuUCATION SOUGHT 


More immediately, the peoples of the world want help 
in turning their best dreams into reality. There is de- 
mand everywhere for a fair chance to share in the oppor- 
tunities which the world’s scientists have opened up. People 
in the remotest hills and deserts have glimpsed the possibility 
of shifting some of their century-old, back-breaking labor 
over to the machines. They are formulating the goals of 
a much higher standard of living, of better education for 
their children, of a life that contains some leisure, pleasure 
and promise. 

None of us should underrate the force of this great popu- 
lar longing. It is one of the major facts of this century. 
It crosses national boundaries. It pervades groups in all 
communities. It is dynamic. It pushes organizations and 
Governments into action. 

This conference is meeting to deal with concrete, physical 
facts and new ideas. You are bringing together outstanding 
specialists in many resource fields to exchange knowledge 
and share wisdom in a common cause. That cause is the im- 
provement of man’s standard of living, particularly in the 
underdeveloped areas of the world, through the protection 
and wise use of man’s common heritage of natural wealth, 
wherever it may be. 

This is no selfish purpose. It is a step along the road of 
freeing millions of people from the grinding burden of toil 
and hardship. It is a step in the direction of using the 
world’s resources for the benefit of all its people. It is a great 
stride toward international team-work on a high plane of 
knowledge and skill. I think that you are participating in 
one of the greatest adventures of the human will and mind 
in this century. 

When President Truman invited the Economic and Social 
Council to hold this meeting in this country he was aiming 
at the very heart of the problem of world peace. Real con- 
servation can remove economic pressures and fears of scarcity 
which have always played a large part in bringing on wars. 

Conservation touches not only the ability of people to 
live well; it touches their ability to live at all. Conserva- 
tion and wise development of our resources would help 
insure world peace. 

The world is interested in everything you do which 
stimulates the economic progress of large areas that have 
been by-passed in the world’s industrial growth. The Presi- 
dent of this country has indicated to you his. great hopes 
in this regard. He intends, when programs are ready, to 
obtain substantial help for those areas, both in technology 
and in investment. They need help, and the entire world 
will benefit if they receive it. 

I am glad that so many scientists are attending this meet- 





ing, for they provide the foundation for the work of the 
administrators. Science must be independent if it is to be 
fully effective. It must not be controlled by politics. In the 
field of conservation the administrator's task is to apply the 
utmost of scientific knowledge as effectively as the available 
human and financial resources permit. 


SCIENTIFIC SKILL NEEDED 


Perhaps the problem can best be summarized in a mathe- 
matical form. Resources plus technical and scientific skill 
plus capital investment equal economic development. And it 
is such development which supports the good living that 
every child born on this globe is entitled to have. 

As the Secretary General pointed out, most of my ex- 
perience has been in resource development and use, first in 
the TVA, then the War Production Board, and now in the 
United States Department of the Interior. As an administra- 
tor applying our current scientific knowledge to the solution 
of conservation problems, I have encountered certain general 
guides to sound programs of resource development and con- 
servation. 

FIRST—I think most natural resources are interrelated 
and must be developed and conserved together for maximum 
benefit. It is certain folly and waste to build flood control 
dams without at the same time doing soil and forest conser- 
vation to slow up the rainy season run-off and to prevent 
the reservoirs from filling with silt. It is not conservation or 
wise utilization to build such flood control dams without 
also developing the hydroelectric power, the irrigation and 
the navigation which are possible. In water control develop- 
ments, frequently the integrated whole shows much greater 
benefits than the sum of its parts. 

It is not sound conservation to concentrate research and 
development on metals and materials in short supply when 
possibilities exist on every side to find and develop substitute 
materials which are available in abundance. It is not sound 
to extract a primary product without giving careful con- 
sideration to the development and use of by-products which 
can be derived from the same basic raw materials. 

We must not become so specialized that we lose sight 
of the real objective which is not extensive development of 
any one food or single material, but rather the development 
of a great combination of materials of every quality and 
characteristic to serve as a firm foundation for our future 
standard of living. 


CoorDINATION EMPHASIZED 


SECON D—Faster economic progress and greater social 
values are obtained from the combined development of in- 
dustry and resources during the same period than in the 
usual pattern where there is no such coordinated develop- 
ment. 

This is a matter of proper timing. Roads, harbors, power 
plants and other public improvements will not pay for them- 
selves until industry is ready to utilize them. The opening 
up of a new area requires demonstration of the new oppor- 
tunities and advantages to industry and agriculture so that 
business men and farmers will have their projects ready to 
go as soon as the basic developments are ready. Ten dollars 
of development in one year are frequently worth twenty 
scattered over ten years. 

THIRD—In any competitive society, the responsibility 
for careful resource development and use should bear equally 
on the individual owners of natural resources. 

Those resources are the basis for the strength, the growth, 
the very future of every nation and people. The private 
owners have many rights of course. But if free governments 
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individual citizens cannot have the right as 
private owners of essential resources to imperil the future 
of the hort-sighted practices in developing these 


resource 


are to survive, 
nation by 


No individual has the right to damage his fellow-citizens 
hy reckless and wasteful use of resources. For example, as 
you know, overgrazing the range and clear-cutting the 
forests can dump water and floods on people downstream, silt 
up vital control reservoirs, pollute the streams and endanger 
future supplies of food and fiber. Until we come to the place 
where we recognize the real damage of such acts to the 

roperty and lives of others and find a practical way to 
prevent them, it is useless to talk about full conservation in 
any competitive society. 
OvurTsipe Pusu 

FOUR TH—In regions where economic development is 
at a standstill or has never even started, it takes a vigorous 
push, and frequently from the outside, to get any substan- 
tial development under way. 

The Tennessee Valley in this country, for example, had 
seen fairly good times for many -decades, but the time came 
when, after years of exporting its coal, lumber and raw 
materials, its smart young men went elsewhere to find oppor- 
tunities and the people of the valley could not get enough 
money from further exploitation of their depleted resources 
to purchase even the essentials of a decent standard of 
living. 

On its own, the region could not have raised the hundreds 
of millions of dollars that were needed to build dams to 
check the devastating floods, supply low-cost electric power, 
or produce fertilizers to revitalize the exhausted soil. The 
Federal Government had to do that. With this help, the 
people of the region made an all-out effort to re-establish 
their prosperity on a firm foundation and the successful 
results have been the focus of attention of thinking people 
the world over, 

The under-developed regions of the world are not alone 
to blame for the predicament. Yes, they are poor because 
they have no industry and only primitive agriculture. And 
ves, they have no industry and only primitive agriculture 
because they are poor. We know all that. But nobody can 
ask them to lift themselves by their bootstraps. They need 
help from outside—understanding technology and_ invest- 
ments. The vicious circle of no capital and no development 
must and can be broken. 


TECHNICIANS 


FIFTH—There can be no major economic development 
without an institutional climate that aids it. 

I think that climate includes many things. It includes 
people who know how to repair and operate trucks, tractors, 
pumps and electrical appliances. There must be technicians 
like yourselves who can make the learning of the industrial 
world available. There must also be, however, a corps of 
technically trained professional people who can adapt new 
techniques to local circumstances. There must be men trained 
in business management. There must be people trained in 
public responsibility, and able to put the general interest 
above immediate profit opportunities. 

There must, however, also be a general understanding 
that wealth is created only by increasing production. There 
must be a similar understanding that no real economic pro- 
gress can be achieved on a high-cost small-sales basis. 

There must be investment, some of it in the form of risk 
capital. Those who use the capital must understand their 
responsibility toward the lenders, whether the investment be 





private or public. There must be an equal acceptance of re- 
sponsibility on the past of those who lend. They must know 
that no great economic progress can be started with high 
interest rates and excessive profits. Low cost credit is essential 
for all conservation work. 


FEELING OF SECURITY SOUGHT 


Perhaps most important of all in a favorable institutional 
climate is a feeling of confidence which must be shared by 
most of the people, that the country is on the right track, 
that progress is being made, and that revolutionary changes 
which greatly affect the rights and equities of the people are 
not in prospect. All worthwhile resource improvements take 
considerable periods of time, and no one can be expected to 
initiate them without a reasonable feeling of security for the 
future. 

Without a favorable economic and political climate there 
can be little success in basic resource development. It will 
be a difficult task to help undeveloped nations create that 
climate. 

SIX TH—It is essential to know the extent of our re- 
sources and preliminary inventories must be subject to con- 
tinuous revaluation to keep them up to date. 

I regret that the decision had to be made to postpone 
such an inventory of world resources so none is available 
for this conference. We will have to go ahead for some time 
blindly without knowing what materials are available in the 
world to see it safely into the future or what they may cost. 

I hope that the United Nations will give leadership to this 
project in its member countries as certainly all of them will 
surely want to know more and more about what is on top 
of and under their soil and what power potential can be 
developed in their rivers. 


SEVEN—Progress of the under-developed areas will in- 
evitably bring them and all of us far more closely together. 
Interdependence follows industrialization. I would like time 
to elaborate this point but I am sure it will come later. 

Now these seven observations on conservation and develop- 
ment will serve also as my introduction to the subject of 
this afternoon’s plenary session on: ““The World Resources 
Situation.” 


BuRDEN PLACED ON SCIENCE 


I am sure I express general agreement when I say we 
all have great confidence in our scientists. We will, in plain 
truth, have to rely on them heavily if the world’s resources 
are to stretch over its increasing populations. 

In this country we have gone through many decades of 
waste of our natural wealth through selfish exploitation 
premised on the old time formula that a dollar in one’s 
pocket today is worth an infinity of dollars in someone else’s 
pocket a century from now or for that matter even tomorrow. 

In recent years there has been a tremendous and effective 
movement in the direction of real conservation. This move- 
ment has been led for the most part by men and women 
who do not possess any particular technical or engineering 
competence, but who have spoken up courageously to halt 
the shortsighted policies of those interests which in past 
decades have had most of our scientists and engineers in 
their employ. 

This movement has been spearheaded by Government 
leaders since the days of Theodore Roosevelt, for the most 
part regardless of political allegiance. These efforts, how- 
ever, have been largely negative in the sense that they have 
dramatized the waste and damage which have resulted from 
exploitation. They have stressed the need for conserving our 
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natural wealth without putting forth many constructive 
ideas as to how we should find the wherewithal to satisfy 
our ever-increasing needs for the fuels, energy and materials 
which are the basis of a sound standard of living. 

I think it is time that we start a new era in conservation, 
an era consecrated to the development and wise use of what 
is available to the people of the world. There is not the 
slightest question in my mind that scientists and engineers 
can find and develop food, fuels and materials to meet the 
demands of the world’s increasing population with a greatly 
improved standard of living. I do not side with those who 
“view with alarm” the increasing world population and the 
decreasing reserves of some things which now appear to 
be essential to our way of living. But to meet the serious 
problems, we must start in time. 


Livixnc STANDARD Top IssuE 


Certainly the greatest problem facing the world today is 
that of raising the standard of living of the people, not just 
maintaining it. This necessary objective cannot be accom- 
plished by “locking up” our natural wealth. It can be ac- 
complished, and steady future progress can be assured, by the 
intensive concentration of the world’s scientific and engineer- 
ing know-how on the basic problem of making the most of 
what we have. You all know of dozens of examples of the 
opportunities for using this “know-how.” To mention just 
a few, I would list: 


1. The peacetime application of atomic energy. 

2. More effective utilization of solar energy. 

3. Development of synthetic fuels, particularly from oil 
shales. 

4. Development of substitute materials for those in short 
supply. For example, aluminum, magnesium and glass can 
be produced in almost limitless quantities. With improved 
technology they can be substituted for many uses of steel, 
copper and lead, which many people feel may at some future 
date be in short supply. 

5. Improved agricultural methods, including the develop- 
ment of new plants which will require less water and less 


nutrition from the soil and absorb more energy perhaps from 
the sun, and better ways of checking soil erosion and restor- 
ing soil productivity. 

6. Increased use of sea water for the growth of food 
fishes and other food materials for extracting chemicals and 
minerals, and for conversion to fresh water for irrigation 
and industrial purposes. 

7. Improved utilization of metals and other materials to 
eliminate the waste presently experienced, particularly in the 
construction of homes and office buildings and consumers’ 
durable goods, such as automobiles. 

8. Development of hydro-electric power to conserve oil, 
gas and coal. 

9. Development of improved use of foods and feeds for 
human and animal nutrition. 

10. Further development of improved space heating in 
cold weather and cooling in warm weather. 


ATTENTION COUNSELED 


These are just a few of the ideas for raising the world’s 
living standards which deserve the attention of all of us. 

Your work here will begin to tell us what can and should 
happen in this world. It is perfectly possible that the destruc- 
tion of the last war will be wiped out in the memory of men 
by scientific progress and service in these peaceful, construc- 
tive fields. 

When the historian of the year 2000 looks back over the 
twentieth century, he may well find it possible to say that 
the soil and plant and forest scientists, the fuel and power 
and mineral experts, and the resource economists, made up 
a team that helped save the world’s resource base when it 
was in great danger. 

And he may say that these groups crowded 250 years of 
industrial progress into fifty years and raised the living 
standards of the whole under-developed world beyond any- 
thing known in history. He may say that the United Nations 
gained confidence, unity and power in the process. 

I hope so. With high ability, good-will, good faith and 
cooperation, it is possible. 


The Economics of Collective Bargaining 


DECISIONS MUST BE BASED ON FACT NOT: POWER 
By W. WALTER WILLIAMS, Chairman of the Committee for Economic Development, and 
President of Continental, Inc., Seattle, Wash. 
Delivered before the University of California’s Institute of Industrial Relations, Berkeley, California, July 27, 1949 


HERE is no doubt that the founding fathers would 

marvel at today’s America. But we have paid a price 

for our material progress. It is now completely true 
that no man is an island unto himself. The relative depend- 
ence of the individual on others—and on the society itself— 
to supply even his simplest necessities is now a fact of life. 
Our economy has given us material abundance and increased 
leisure, but it has taken from us, with our blessing and con- 
sent, the power to provide for ourselves. Self-sufficiency for 
the individual, the community, or the group in our modern 
society is as bygone as the traveling tinker. 

A relatively few men absent from their work places can 
stop the flow of our economy. Materials and parts absent 
from their work places can do the same. This was demon- 
strated during World War II when the rubber shortage 
was at its peak. The nation’s dairy products supply was seri- 


ap 
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ously threatened by a shortage of small rubber rings for 
cream separators. Lack of tiny copper screws, immediately 
after the war, kept thousands of floor lamps unfinished and 
gathering dust in factory storerooms. Hundreds of examples 
could be listed. And they ali add up to one thing. America’s 
factories, mills, mines, and farms are one giant assembly line. 

There is nothing so dramatic as an electricity shutdown to 
bring our economic interdependence sharply to our attention. 
A power strike—or a breakdown in a power system if it 
should continue over any sustained period—can result in 
tremendous losses and inconveniences to people who have no 
connection with the shutdown. 

Transportation tieups go along with power tieups in their 
serious economic consequences. A sleet storm, a tornado, a 
blizzard can make hundreds of thousands of people helpless 
and destitute to a degree not possible in our great-grand- 
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parents’ day. When an oil truck can’t get through—or has 
no oil to carry—homes grow desperately cold. Great-grand- 
father had his shed handy at the backdoor, and the fireplace 
worked even if it did smoke. 

None of us, however, would trade places with great-grand- 
father. He self-reliant and 


was self-sustaining. But his 
upply of food, clothing and shelter was meager and insecure. 
We have traded great-grandfather’s self-reliance and self- 


for interdependence and abundance. Life’s ne- 
essities can flow to us in constant supply only as the complex 
and interwoven society we have built runs smoothly without 
cose monkey wrenches jamming the gears. 

Along with the development of our technology have come 
social institutions. The rise of the corporation was the 
outstanding fact of the eighties and nineties. The rise of 
the union was just as inevitable, with associations of work- 
ers following the rise of group enterprise as night follows 
day. The growth of the trade union from the status of an 
outlaw organization into a normal part of the working ma- 
chinery of our society is now another fact of modern life. 

Unions have grown like magic plants under the wand of 
a Merlin. In the last fifteen years, union membership in 
\merica has increased from 3 million to 15 million and there 
s every evidence that this growth will continue. 

The Committee for Economic Development has said re- 
peatedly that collective bargaining is a healthy manifestation 
of a democratic industrial society. Under modern conditions 

rf pear ite enterprise it must be recognized that the indi- 
lual is ina poor position to bargain for the best possible 
eturn for his services. Association for bargaining purposes 
the inevitable development. Collective bargaining is the 
democratic technique through which, it is hoped, fruitful in- 
dustrial relations can be realized in the mass production 
ociety. But collective bargaining, like other democratic insti- 
tutions, carries responsibilities as well as privileges. As CED 
tated in 1947: “Collective bargaining can work only with 
the acceptance by management and labor of their appropriate 
It can succeed only where both labor and 
management want it to succeed. It can flourish only in an 
atmosphere free of animosity and reprisal. There must be 
a mutual eagerness to develop collective bargaining proced- 
and attitudes which will result in harmony and 


sustenance 


new 


responsibilities 


ures 
progress. 

lt is a sign of the times that this great university should 
be conducting a series of meetings on the subject, “The Eco- 
nomics of Collective Bargaining” 

First, it is a recognition that collective bargaining is an 
accepted instrument of economic policy and an accepted part 
of our society. 

Second, and more important, it is a recognition of the fact 
that if we are to develop the collective bargaining method 
socially useful instrument, it must be based upon 
sound economics. 

Unless labor and management accept intelligent economic 
criteria as a guide to bargaining actions there is trouble 
ahead for us all. What those criteria should be, I know, 
would bring argument from all directions. But we need such 
argument, such discussion of basic premises if collective 
bargaining is to flourish. 

In my opinion five principles form the economic founda- 
tion of constructive collective bargaining. Let me submit 
them to you. 

PRINCIPLE NUMBER ONE—Labor and manage- 
ment must believe in capitalism, and help to make 
it work. 


into a 





NUMBER TWO—Labor and management must be- 
lieve in ever-increasing productivity, and must work 
to achieve it. 





‘THREE—Labor and management must believe in the 
importance of the managerial function. 


FOUR—Labor and management must make decisions 
on the basis of economic fact, not economic power. 


AND PRINCIPLE NUMBER FIVE — Labor and 
management must accept their primary responsibility 
to the community. 


Now let me discuss these five principles one by one. When 
I say that both sides must believe in capitalism, I mean that 
they must believe sincerely and wholeheartedly in the com- 
petitive free market economy and must devote intelligent 
effort to make it work. Theoretical agreement on this basic 
premise of our economy is not much of a problem. 

But I have the feeling that all of us could help narrow 
the gap between belief and practice. 

Management and labor leaders make economic decisions 
daily which affect the growth of our economy. Are they 
ready to make decisions in the spirit of an expanding capital- 
ism? Are they ready to reject decisions which limit pro- 
duction or restrict competition? Does the labor leader who 
believes in a profit and loss economy accept the role of 
profits? Does he agree that profits are good—necessary to 
investment and expansion? Does the manager who believes 
in a mass production economy accept the relationship of 
volume to price? Does he agree that the constant lowering 
of prices can build volume and that this is fundamental to 
our kind of capitalism? Does the manager agree that the 
interests of business as a whole are best served by passing 
on a substantial part of the savings flowing from higher pro- 
ductivity in the form of lower prices and higher wages? 

And finally if both management and labor believe in 
democratic capitalism do they resist the temptation to pre- 
serve temporarily their economic positiops by the use of re- 
strictive practices aimed at each other or, in collusion, at the 
consumer ? 

The American public has come to expect a steady improve- 
ment in living standards. The quest for material progress 
is one of our most distinctive characteristics. We are deter- 
mined that our children shall be better off than we have been. 

Under this philosophy the standard of living—the material 
well-being of most people—has increased in the United 
States more rapidly than at any other time or place in the 
history of mankind. 

Here are the facts. Since 1850 population has increased 
six times while national income (in constant prices) has 
increased more than twenty-five times. The real income per 
person rose more than four-fold. The record indicates that 
the American capitalism has been and is the most produc- 
tive in the world. 

This enormous increase of productiveness has been trans- 
lated into higher living standards in a variety of ways— 
shorter hours of work, longer years in school and earlier 
retirement, higher wage and salary rates, lower prices, new 
products and improved qualities, and more public services 
and benefits. 

The rising standard of living of the past century, in the 
sum of all these forms, was made possible basically by the 
great expansion in the capacity to produce — primarily 
through the accumulation of capital invested in plant and 
equipment. 

The critical importance of investment in enbineey and 
capital goods is illustrated by the fact that in 1850 a worker 
typically had only one-half of a horsepower to help him. 
By 1940, however, each worker was assisted by 27 horse- 
power. Thus the amount of horsepower per worker was 
multiplied 54 times between 1850 and 1940. In 1850 for 


each worker in manufacturing it is estimated there were 
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$557 (in 1850 prices) worth of capital equipment. In 1940 
the figure approximated $6,000. Since prices had almost 
doubled, that represents about $3,000 in terms of 1850 prices 
—or a six-fold increase in capital equipment. These statis- 
tics provide some indication of the increase in the quantity 
of capital goods combined with labor services to increase the 
productiveness of the economy. 

America enjoys the highest standard of living in the world 
because its capitalism—in spite of some defects—has deliv- 
ered. And it can deliver far more than it has. The standard 
of living of the American family can be doubled in the next 
25 or 30 years. This is a practical objective for the com- 
mon effort of management and labor. It is a necessity if 
this generation is to meet its responsibilities. 

The record of the last century has been impressive. The 
problem for the future is to keep our capitalism dynamic— 
continue to raise living standards and yet to reduce, as much 
as possible, the human costs as reflected in insecurity and 
instability. 

But the point I make is this: We can accomplish as much, 
or more, in the future as we have in the past only if labor 
and management adhere to the basic economics of capitalism. 

Practically, what does this mean? Let me give one ex- 
ample. Labor and management have a stake in securing a 
sufficient stream of funds, particularly venture funds, for 
new plants and equipment. We have seen the critical role 
which those expenditures played in raising living standards 
in the past. To raise real wages four-fold, capital per worker 
in manufacturing had to rise six times. Over the past century 
about twenty per cent of our gross national product has 
been used annually for capital formation. 

The present tax system discriminates in important ways 
against risk bearing investment—by limitations on the spread- 
ing of losses through time, by penalizing those with irregu- 
lar incomes, by exempting state and local government bonds 
from federal taxation, by double taxation of corporate divi- 
dends, and by very steep rates of progression in the indi- 
vidual income tax. If we are to maintain the rate of invest- 
ment which made our past growth possible it would seem 
obvious that labor has as big a stake as management in work- 
ing to correct these tax inequities. 

Self-serving pressures that contribute to inflation—in times 
when inflationary pressures are strong—provide another ex- 
ample of an area demanding greater attention to the basic 
economics of capitalism—and less lip-service. Real danger 
to economy arises from the threat of continuing wage and 
price inflation under conditions of high employment. The 
widespread growth of labor unions establishes the basis for 
powerful upward pressure on money wage rates. When there 
is a strong demand for goods and a tight labor market, wage 
demands are hard to resist and easy to grant. Under these 
circumstances, there is real danger that unions may force 
up wages at rates which exceed productivity gains and ne- 
cessitate increases in prices. Similarly, in these circumstances, 
some businessmen find it too easy to inflate profit margins. 
And then we find ourselves on the inflation highway. Infla- 
tion brings with it the danger of subsequent depression, with 
widespread waste of manpower and productive facilities and 
depressed real incomes for all groups in the population. 

Neither the alternative of widespread unemployment nor 
of direct governmental controls over economic activity is 
acceptable in a democratic capitalism as a check against such 
inflation. Yet can collective bargaining in this country, under 
conditions of high employment, restrain wage settlements 
within limits which are not inflationary? The answer may 
well be decisive far the future of our economy. 

I have emphasized that our capitalism requires constant 
changes in management techniques, processes and skills. Such 





changes, while contributing to general progress, inevitably 
mean hardship for some firms and workers. These are tem- 
porary layoffs. Some jobs are permanently lost. Old skills 
become obsolete. The new jobs may arise in different local- 
ities or require very different skills. There is danger that 
collective bargaining may become so concerned with security 
that we will fail to provide for the readjustments required 
for rapid increase in living standards. 

There is need to keep in mind the double objectives of 
security and progress. I don’t think it’s possible to have com- 
plete security without sacrificing progress and thus drying 
up the well-spring which makes security possible. On the 
other hand progress provides the foundation for increased 
real security—not only its level but its distribution as well. 
More progress means more security, for more people. But 
it still should be possible to mitigate the personal costs of 
movement and readjustment and yet secure a high rate of 
increase in living standards. Can collective bargaining ad- 
just to this problem ? 


PRINCIPAL NUMBER TWO: LABOR AND 
MANAGEMENT MUST BELIEVE IN EVER-IN- 
CREASING PRODUCTIVITY AND MUST WORK 
TO ACHIEVE IT. 

Productivity is the basis of the modern industrial society. 
Increased productivity, more output per man-management- 
machine hour, is the heart of our industrial body. Any per- 
manent stability in the workshop will have to be in harmony 
with this fundamental fact. 

There are two general ways in which groups in our so- 
ciety may seek to improve their economic lot. One method is 
to take away income from others. A company may raise its 
prices relative to other prices. A union may push up the 
wages of particular workers more rapidly than others. Politi- 
cal action may be used to support particular prices, profits 
or wages at abnormal levels. That is one way—at the ex- 
pense of each other. It is the unsound way—the uneconomic 
way. 

The other way of improving living standards of a group 
is for that group to participate in increasing the total out- 
put—helping to produce a bigger pie. That is what | mean 
by believing in and practicing a philosophy of dynamic 
capitalism. 

The tone of the dealings between union and management 
organizations will condition the morale of the workers and, 
in turn, the quality and amount of their output. An under- 
standing and sympathetic attitude on the part of manage- 
ment tends to be reflected in the interest and efficiency of 
the work force. Similarly, the union organization affects 
productivity by the attitude it engenders among its members. 
If the union officers show no interest in production and dis- 
parage, criticize and oppose all programs to increase produc- 
tivity, the workers are likely to act accordingly. On the 
other hand, a sympathetic attitude on the part of union 
leaders will be reflected in the performance of the rank 
and file. 

Distribution of productivity gains, which stimulate busi- 
ness owners and managers to increase productive efficiency, 
has kept the economy dynamic and progressive. It has served, 
in turn, to distribute rapidly throughout the population the 
gains resulting from economic progress. 

In highly progressive industries wages have, in general, 
increased somewhat more rapidly than average, and profits 
have tended to be relatively high, but most of the produc- 
tivity gains have been transmitted to consumers in the form 
of lower prices and improved quality of product. In indus- 
tries experiencing little or no increase in productivity, wages 
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nave increased less than average, profits have tended in gen- 
eral to be low, while prices have increased. 

Continued productivity will depend greatly upon labor’s 

titude. Labor cannot continue to have the power it does 
and not hurt the economy as a whole unless it exercises its 
power in the direction of increased productivity. 

I am not unmindful of the difficulties in getting collective 
bargaining dedicated to productivity. It is not easy to con- 
vince men that increased productivity is not so much a 

tter of working harder as it is a matter of working better. 

Our troubles at home are the heavier through the weight 
of our troubles abroad. But the diligent pursuit of mount- 

r production will help to solve them. It is nothing new to 

that high productivity makes more jobs, maintains jobs 
nd makes for better jobs. But it never needed retelling 
more emphatically than now. Let me tell it in terms of 
a hub ap. 

One day in 1938, the officials of a motor company called 
in a skilled craftsman and said to him: “Jake, do you think 
you could make a hubcap shell by hand?” 

“Sure,” he replied, “but there’s no sense to it.” 

“We just want to see how long it takes,” they told him, 
and so Jake went to work. 

Jake was no slouch, and by the stop-watch his time was 
good. But while he was hammering out one hubcap shell, 
an automatic press turned ‘out 2,160 of them. 

In material cost, plus his pay, Jake’s hand-made shell 
cost $2.50. 

‘The machine-made shells cost a little over 12 cents apiece. 

With Jake’s sample as a starter, the company went on to 
calculate that to produce an entire car by hand would cost 
$17,850. Perhaps not 50 cars a year would be sold at 
that figure. 

‘There wouldn’t be an automobile industry as we know it, 
with its hundreds of thousands of jobs. There wouldn’t be 

ny jobs in filling stations and in rubber plants and drive-in 
restaurants which those automobile-making jobs have 
\’ nerated., 

| could have used a safety razor blade or a light bulb 
instead of a hubcap shell, perhaps. The point of the story 
is the same. Productivity has given us all we have and can 
remultiply it endlessly. But will it? IT CAN IF LABOR 
AND MANAGEMENT BELIEVE IN’ EVER-IN- 
CREASING PRODUCTIVITY AND WORK TO 
ACHIEVE IT. 


Now let’s examine PRINCIPLE NUMBER THREE: 
LABOR AND MANAGEMENT MUST BELIEVE IN 
THE IMPORTANCE OF THE MANAGERIAL 
FUNCTION. 

It is now obvious to all that the union has an important 
role in our industrial life. It has a voice in decisions and 
the power to back up what it says. To an increasing extent 
it has moved in on the traditional preserve of management 
to make decision. 

This has been developing for the last 20 years. During 
this period, collective bargaining in our factories has been 
increasingly concerned with the issue of how much the union 
should have to say in running the show. The average Amer- 
ican on the sidelines of the labor-management arena has 
watched labor's struggle with an indulgent and sympathetic 
eve. He has often been inclined to wear labor’s colors and to 
cheer its gains. He has often largely identified himself with 
its cause. 

Good pay, good working conditions and fair treatment 
are desirable ends which everybody wants and understands. 
But attention to these ends has caused many to overlook the 
importance of efficient management. 





Management’s function is different from the function of 
ownership. In effect, management's function is as impersonal 
as trafic rules. The right-of-way on the public highway is 
not a personal privilege. It is there for the sake of order. 

Nor are the functions of management something confined 
to a capitalist society such as ours. They prevail in all so- 
cieties, socialist and communist as well as capitalist. Whether 
the workers own the plant, whether the government owns 
it or stockholders own it, there must be management. 

Our natural inclination toward the human, understand- 
able and rightful objectives of labor have caused us to under- 
estimate the importance of management’s function in our 
modern industrial society. We have taken its accomplish- 
ments largely for granted. But it has been management which 
has brought labor, capital and raw materials together. It is 
management which fix the standards of efficiency for the one 
and calculate the most productive use of the others. Man- 
agement must adjust the outward flow of the finished prod- 
uct. Our high standard of living is owed in no small part 
to the high caliber of our management. 

Through the years the concept of the managerial func- 
tion is constantly being modified and changed as the produc- 
tion environment changes. In the past it was generally con- 
sidered maragement’s prerogative to formulate all factory 
law. This included all rules and regulations, hours of work, 
working conditions, and wage payments. Take the problem 
of layoff. Twenty years ago management was in sole charge 
of whom to lay off if business receded. Now there are senior- 
ity lists in all organized and most unorganized plants. Man- 
agement has conceded that layoffs should be governed by 
agreed rules. It is a rare management today that argues 
that it alone should decide who shall remain at work. 

But there is a basic right, if the economy is to function 
efficiently, that labor must concede to management and that 
is management’s authority to direct the business. There must 
be no infringement by labor on this basic managerial func- 
tion—direction and administration of the enterprise. 

Can collective bargaining meet this challenge? Can it 
resist short-circuiting and undermining the managerial func- 
tion? For if it does not, neither collective bargaining nor 
our economy will survive. On the other hand, can collec- 
tive bargaining reinforce the managerial function? IT CAN 
IF LABOR AND MANAGEMENT BELIEVE IN 
THE IMPORTANCE OF THE MANAGERIAL 
FUNCTION, 


Now to PRINCIPLE NUMBER FOUR: LABOR 
AND MANAGEMENT MUST MAKE DECISIONS 
ON THE BASIS OF ECONOMIC FACT AND NOT 
ECONOMIC POWER. 


Every collective bargaining session eventually resolves it- 
self down largely to the issue of labor’s share of the sales 
dollar. And that is as it should be. Labor costs are vital 
to labor and management. To labor it is the heart of col- 
lective bargaining. —To management it is often the hell of 
collective bargaining. 

For the great weakness in collective bargaining today is 
the unwillingness—often of both sides—to rest one’s case 
upon economic facts that pertain to the enterprise involved. 
There is a tendency to use either economic power or propa- 
ganda power to force decisions which are not economically 
sound. Collective bargaining cannot survive that kind of 
practice. 

Take the propaganda front. Both labor and management 
are prone to use yardsticks which suit their purpose rather 
than economic fact. 

In periods of inflation labor will use the cost of living 
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argument. In periods of deflation labor drops the cost of 
living argument. In periods of deflation management will 
use the argument of losses but will ignore the argument 
of profits in a period of inflation. This refusal to find the 
facts and hold to them always reminds me of the classic 
couplet: “Give me what I haven’t got and take me where 
I’m not.” 

What I am driving at is the need for both sides to honestly 
grasp the economics of the particular industry and of the 
particular business and to base their collective bargaining 
decisions on those facts. 

The wage structure of the country is now set, in the main, 
by collective bargaining. That makes it imperative that eco- 
nomic fact guide labor and management in fixing wages. The 
nation has an interest in the kind of wage structure which 
is developed because rates influence the movement of cap- 
ital and workers and thus the growth of the economy. 

Labor and management must also recognize the relation- 
ship that exists between real wages and productivity. The 
only important way in which real wages can be raised is 
through increases in productivity. Attempts to raise wages 
generally faster than productivity increases results in in- 
creased prices, decreased employment, or both. On the 
other hand, as I have indicated, most of the productivity 
gains of the past century have gone either to labor in higher 
wages or to the consumer in lower prices. This is as it 
should be. 

There is an urgent need for labor and management to 
resist the temptation to use economic power and use reason- 
ing power based upon economic fact instead. Can collective 
bargaining meet this challenge? IT CAN IF LABOR 
AND MANAGEMENT BELIEVE THAT DECI- 
SIONS SHOULD BE MADE ON THE BASIS OF 
ECONOMIC FACT AND NOT ECONOMIC 
POWER. 


The last of the five principles I listed a few moments 
ago is: LABOR AND MANAGEMENT MUST AC- 
CEPT THEIR PRIMARY RESPONSIBILITY TO 
THE COMMUNITY. 


Collective bargaining, like democracy, is a technique. It 
can be good or bad. If the technique is used by men who 
act in the public interest then collective bargaining is con- 
structive. If not, it can be destructive. 

Labor and management owe it to themselves and to 
America to develop patterns of living together. They can- 
not use their power—power derived from the right to asso- 
ciate and incorporate—to tear the economy apart. After all, 
the right of association, whether into corporations or unions, 
is a right granted to individuals by the community. This 





right carries with it a social responsibility. And it is gov- 
ernment’s duty to enforce that social responsibility. To the 
extent that these associations accept their public obligations, 
government can stay out of their affairs. Where the group 
does not practice public responsibility, government steps in. 

Our society, to remain democratic, must continue to grant 
the right of freédom of association, but it must, at the same 
time, insist that autonomous economic groups assume social 
responsibility. And it must do this without destroying the 
group itself. It is one of the primary problems of modern, 
democratic government to mold these great interest-groupings 
into the economic and political structure of a free society 
without destroying either group or individual rights. This 
is the great, long-term problem raised by the growth of the 
corporation and the union. We refuse to accept either the 
alternative of rule by the power blocks or a dangerous exten- 
sion of governmental power. 

To serve themselves best, management and unions must 
recognize their mutual interdependence and their responsi- 
bility to the community. This is the great imperative of 
our time. It isn’t a question of lip service to social idealism. 
It is a question of down-to-brass-tacks appraisal of our eco- 
nomic necessities. 

We know that isolationism can be dangerous in an inter- 
dependent world. We are learning that isolationist conduct 
by any one group in our modern society is dangerous to 
our interdependent, interwoven economy. There is no better 
place to begin to end economic isolationism than in the 
collective bargaining process. 

The Committee for Economic Development has repeatedly 
stated that it believes in free collective bargaining. But col- 
lective bargaining is a relatively new technique. It is still 
on trial with the American people. And it will be on trial 
until labor and management demonstrate that they AC- 
CEPT THEIR RESPONSIBILITY TO THE COM- 
MUNITY. 

Let me summarize. 

Collective bargaining is now accepted as public policy. 
It is part of the warp and woof of our social fabric. But 
it needs constructive development. That means putting it 
on a sound economic foundation. In my opinion that founda- 
tion has five pillars. 

An energetic belief in capitalism. 

Constant effort to increase productivity. 

Recognition of the importance of the managerial function. 

Decisions based on economic fact. 

Acceptance of responsibility to the community. 

These principles, I submit, can form the basis of sound 
economics of collective bargaining. 


Administrative Agencies and the Constitution 


ABUSE OF POWER AND UNNECESSARY INFRINGEMENT OF THE RIGHTS OF THE CITIZEN 
By WELBURN MAYOCK, Member of the California Bar 
Delivered before the Ninth Judicial Circuit Conference, Los Angeles, California, June 28, 1949 


HEN Dicey defined the essence or supremacy of law 

i in 1885, his definition practically excluded the idea 

of administrative adjudication. In 1936 Mr. Justice 

Brandeis stated a more modern concept. “The supremacy of 

law,” he states, “demands that there shall be opportunity to 

have some court decide whether an erroneous rule of law 

was applied; and whether the proceeding in which the facts 
were adjudicated was conducted regularly.” 


Dicey spoke of breaches of law being “established in the 
ordinary legal manner before the ordinary courts of the 
land.” Mr. Justice Brandeis insists only that a court decide 
whether or not a rule of law was erroneously applied. He 
insists that as to the proceedings in which the facts were 
adjudicated that they be regularly conducted. 

The old distinction between questions of law and questions 
of fact form the basis of the new concept. “Experts” acting 
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is administrators are thus the ones who try the facts and 
apply the law but it is only the latter category that their 
judgments may be reviewed. Courts assisted in this distinc- 
tion. ‘The right to review findings of fact was the former 
rule and it was against this rule that Mr. Justice Brandeis 
expressed the views just stated in a dissent. 

It seems odd, very odd, as a three judge court has stated, 
that a Constitution which expressly makes findings of fact by 
1 jury of inexperienced laymen, conclusive if supported by 

stantial evidence, prohibits Congress from making findings 
of fact, by a highly trained and especially qualified adminis- 
trative agency likewise conclusive provided they are sup- 
ported by substantial evidence. 

‘The views of Mr. Justice Brandeis have prevailed. Agency 
rulings on facts if supported by substantial evidence are con- 
trolling under the Administrative Procedure Act. 

The words “substantial evidence,” give scope to adminis- 
trative interpretation. Senator McCarran in an article in 
the American Bar Association Journal quotes his Senate 
Judiciary Committee Report and says that evidence must 
meet the tests of reliability and probity prevailing in Courts 
of Law or equity in non-administrative cases. I wish the 
term had been so defined in the statute. As it now reads the 
administrator who is usually an expert in something else 
and not in the judicial process gives a lay interpretation to 
the terms and reliable means only that he considers it worthy 
ot reliance, probative means only persuasive to him and sub- 
stantial means having substance in his opinion. The standard 
set by a few centuries of experience and observation in 
courts of law are not imposed upon the lay-administrator 
when he doubles in the role of a judge. 

Administrative. law has been defined by Goodnow, the 
pioneer American scholar in the field as “That part of the 
law which fixes the organization and determines the com- 
petence of the authorities which execute the law and indi- 
cates to the individual remedies for the violation of his 
rights.” “To which | might add that in practice it also indi- 
cates to the individual the extent to which his rights can 
he successfully invaded and how completely he has been 
divested of a remedy. 

In the basic sense, Administrative Law is a part of the 
Common Law. . 


Habeas Corpus, quo warranto, certiorari, mandamus and 
prohibition were all protective writs to curb arbitrary officials 
in their execution of Administrative Law. 

The injunction, suits for damages against officials and 
recently the Declaratory Judgment all serve to keep officials 
from exceeding their powers or punishing them by damages 
if they do so. I don’t see why these remedies have not been 
viven greater scope in America. Perhaps we have lacked a 
normal quota of John Hamptons during these latter years. 

‘The growth of Administrative agencies in America is not 
new but it has been rapid during the last fifty years. The 
Final Report of the Attorney General’s Committee on Ad- 
ministrative Procedure gives the following statistics as to the 
origin of these agencies: 





SE a hia +k Guanes uk we ween ek bk aes aes 3 
POAT GK AK 5A 6s ods Ro ELSA DRS eRe D WAN RAR SaO 8 
I nr eine ae a a ae ae a 6 
EE cei ct ca Sn eks OPER aaa e beeen 9 
SURI oo aig ahr Gd eget ere ne ee 9 
ED 5 db aan ru oes sen SEN ea hae 17 

Total §2 


22 outside regular departments 


30 within regular departments 





World War II had its host of agencies: 


EEN: Vc. aratndh ebm en Subacute ae a aaa A cise avdigtw a aiere id es . &@9 
INU Taster ceive: pia Ee Sellea ali tesa ian ceatleag od andi teak tea Ne atari 15 
SD ney le ssc alain de whl eods-ob cote ate bo a td fe Bie sc +4 
EE ©: Nig ig. ti paar db win acral bodes ade ae GMa o Wedd e ls 48 
SN Sechsatig bc dacbne eprae i A lator Wf edie saath easier ooek tis toh Sig ck a 28 
Oy Pere Pre ent Tae re RE De P -Cee Pee eee 19 
SUE siscn ois g-atis od Wade ane ance eaka ics Se icin del a an and Cima 19 
DE -viku ba Kaede Baek DeREdet aka wes Ser hCiawas a 

NN acid oe ne oe cl eon es as ATL 202 


Total of Peacetime and War Agencies: 254. 


The increase in civilian employees from 1,703,099 in 
1942 to 3,649,769 in 1945 shows how vast has been the 
increase of both jurisdiction and function in the Adminis- 
trative Process. 

Fach agency in its enabling act is given a rule-making 
power. They operate in separate fields. They develop their 
own procedures in conformity to the desire of their sep- 
arate experts. Now there is a myth that should be exposed. 
The myth of the expert. An expert is a person who has 
restricted his attention and interest to a particular segment 
of human knowledge. By devoting abnormal attention to a 
part of human knowledge he has perforce neglected human 
knowledge and experience as a whole. Yet with expertness 
in a restricted field only he is charged with the duty of 
making rules for the general conduct of mankind. 

We are heavy-laden with experts. Sometimes “expert” is 
only an assumed name. For instance, the “expert’”’ who wrote 
the O. P. A. Regulations for citrus fruits and juices was a 
very young Negro lawyer who had never had any experi- 
ence in the growing, marketing or processing of citrus fruits 
and whose only factual information was gained from his 
stenographer who formerly lived in Florida. 

The problem of the expert is not restricted to America. 
England has had its troubles too. 

In 1929 Lord Chief Justice Hewart made a spirited at- 
tack on bureaucracy. He stated the Creed of the Bureau- 
crats as follows: 


“1, The business of the Executive is to govern. 


2. The only persons fit to govern are experts. 


3. The experts in the art of government are the perma- 
nent officials, who, exhibiting an ancient and too much 
neglected virtue, ‘think themselves worthy of great things, 
being worthy.’ 

4+. But the expert must deal with things as they are. 
The ‘four-square man’ makes the best of the circumstances 


in which he finds himself. 

5. Two main obstacles hamper the beneficient work of 
the expert. One is the sovereignty of Parliament, and the 
other is the rule of law. 

6. A kind of fetish-worship, prevalent among an ig- 
norant public, prevents the destruction of these obstacles. 
The expert, therefore, must make use of the first in order 
to frustrate the second. 

7. To this end let him, under Parliamentary forms, 
clothe himself with despotic power, and then, because 
the forms are Parliamentary, defy the Law Courts. 

8. This course will prove tolerably simple if he can (a) 
get legislation passed in skeleton form, (b) fill up the gaps 
with his own rules, orders and regulations, (c) make it 
dificult or impossible for Parliament to check the said 
rules, orders and regulations, (d) secure for them the 
force of statute, (e) make his own decision final, (f) 
arrange that the fact of his decision shall be conclusive 
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proof of its legality, (g) take power to modify the pro- 
visions of statutes, and (h) prevent and avoid any sort of 
appeal to a Court of Law. 


9, If the expert can get rid of the Lord Chancellor, 
reduce the Judges to a branch of the Civil Service, compel 
them to give opinions beforehand on hypothetical cases, 
and appoint them himself through a businessman to be 
called ‘Minister of Justice,’ the coping-stone will be laid 
and the music will be the fuller.” 


Professor C. K. Allen of Oxford states: 


“We remain unconvinced, then, of the necessity for 
specialist tribunals and a specialist administrative law. 
Unless we are prepared to admit that the whole consti- 
tutional centre of gravity has moved from the legislature 
to the executive; unless we are willing to be governed 
not only by ourselves through our representatives but by 
officials who are responsible to no electorate; unless, in 
short, we are disposed to revise the whole theory and 
practice of the constitution which has so long been our 
boast; unless we are prepared to go thus far, then what 
is most urgently needed, and what is in no sense beyond 
practical possibility, is to make administrative powers as 
responsible de jure as it is efficient de facto. And this we 
believe will be done only by means of a wholesome body 
of administrative law developed in harmony with the 
traditional principles of the general legal system.” 


In America, interest in Administrative law has been al- 
most wholly lacking. As late as 1934 only about half of 
the great law schools in America gave any course in the 
subject and those who did, made them elective or post- 
graduate courses. The American Bar Association agitated 
tor Administrative Reform and attracted some attention but 
only 63% of our law schols gave courses as late as 1940. 

But citizens have been feeling the impact of the Admin- 
istrative Process and their reactions are interesting. “They 
have been complaining for generations about the law’s delay. 
Well, they can get injustice quickly nowadays before an 
Administrative Agency. And they are sometimes given little 
opportunity to “kick at the decision.” I believe that the 
period of reaction should set in. 

Most of the justified criticism which has been directed 
toward the Administrative Process had dealt with its exer- 
cise of Judicial Powers. The old legal maxim that a person 
should not sit as a judge in his own cause has been too 
firmly accepted as a maxim of fairness to be discarded on 
the grounds of expediency. It is on this point I believe that 
history will show a change in present Administrative Meth- 
ods. I don’t know why it is that we seem required to repeat 
our mistakes year after year. I know in my own field of 
Politics we seem bound at the beginning of each campaign 
to make all the old mistakes over again before we can settle 
down to business. I suppose it is the same with Congress. 

Probably the oldest Administrative Agency which exer- 
cises Legislative, Executive and Judicial powers is the Patent 
Office. It stems out of the Constitution itself. It was offici- 
ally created as a Patent Office in 1836. From 1790 to 1793 
the Secretary of State together with the Secretary of War 
and the Attorney General granted patents. From 1793 to 
1836 the Secretary of State acted alone. 

There has been much legislation in the last 113 years in 
relation to Patents, particularly in the selection of appellate 
tribunals to review the work of the Patent Office. For the 
last hundred years Congress has been experimenting with 
tribunals and changing laws in respect to the review of 
Patent Office practice. Casper W. Ooms, former Commis- 
sioner of Patents, stated, “A study of the variety of legis- 
lative efforts to meet the special need of a reviewing agency 





adequate to the specialized work of the Patent Office reveals 
the entire anatomy of administrative review.” 

Although this wealth of material was available and al- 
though the Patent Office furnishes the most prominent ex- 
ample of a fair and effective Administrative Agency the 
Committee on Administrative Procedure appointed by the 
Attorney General completely ignored it. It is only mentioned 
in a footnote as follows: “the highly specialized character 
of the Patent Office and the insufficiency of the Committee's 
Staff led first to the postponement and later to the abandon- 
ment of plans to study this agency.”” My lips have not been 
touched with prophecy but I will venture a feeble guess 
that the procedure of the Patent Office will gradually be 
imposed upon our other Administrative Agencies as the 
remedy for their defects. 

In the Patent Office, over a century of trial and error 
has shown that the Judicial Process is an inseparable adjunct 
to the Administrative process. Over a century of trial and 
error have shown that the citizen is entitled to the Judicial 
Process to protect him from the error or oppression of an 
Administrative Agency. Any citizen who is denied a patent 
can have a trial de novo in a District Court of the United 
States on the issue of his right to a patent or trademark. He 
can also appeal within the Patent Office to the Board of 
Appeals. He may later appeal from the Board of Appeals to 
an Administrative Court known as the Court of Customs 
and Patent Appeals. 

On “interference cases” the citizen is given the alterna- 
tive remedy of Appeal to the court of Customs and Patent 
Appeals or a civil action in the District Court of the United 
States. 

After a patent is granted any citizen who is aggrieved by 
an attempt to enforce the rights of the patentee may seek 
the protection of the District Court and have the validity 
of the Patent adjudicated. 

I have been informed that every threat which has arisen 
in Congress, to take away the right to a trial de novo in the 
District Court of the United States has been met with vio- 
lent opposition by a group of experts known as Patent 
Lawyers who have found that the threat of having a Court 
pass upon his conduct has softened the arrogance of many an 
aggressive Administrator. 

If there is one thing an Administrator hates and fears it 
is a court of law. Our real difficulty is one of men and not 
of law. Mclver in his recent book, “The Web of Gov- 
ernment,” indicts bureaucracy as follows: 

“In general a bureaucracy sets an exaggerated value on 
the maintenance of the institutional scheme of which it is 
the guardian, while the individual member of the bureau- 
cracy magnifies his own function within it and is jealous 
of any encroachments by other functionaries. Each member 
becomes entrenched in his particular rountine. There is 
a meticulous grading of functions with their specified 
prerogatives. The system acquires a sanctity unrelated to 
the service it renders. There is a tendency to make things 
more complicated, more roundabout, for those who require 
its services. The public, instead of being regarded as the 
client of the office, for whose benefit it exists, must ac- 
comodate itself to the convenience of the office holder. 
Administration is canalized into a set of hard-and-fast 
methods, without consideration of more efficient proced- 
ures. The bureaucrat complacently rejects experiment and 
innovation. Seniority gives priority, apart from merit or 
achievement. Nepotism flourishes. Ability is less esteemed 
than ‘correctness.’ The bureaucrat shuns responsibility. 


His decisions are never his own, but those of the depart- 
ment. It is impossible to smoke him out. He takes refuge 
behind the ‘protocol’ of office.” 
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Roscoe Pound states the following as the crux of the 
natter today. 

‘ .. The administrative process has not * * * any well 
leveloped technique of determination. It tends to over- 
ride what judicial experience has taught us are funda- 
mental principles of securing full and fair hearing to all 
interested parties and objective decisions. It has no well- 
defined ideals. Each administrative agency is likely to think 
of its immediate practical purpose as paramount and so 

omething to which all individual interests must give 

The judicial process has long since achieved a defi- 

nite authoritative technique of determination applied in 
the light of definite authoritative ideals. 

‘‘Avain, the administrative process is primarily concerned 
with the guiding or directing function. Hence, too often it 
shapes its exercise of an incidental determining function 
to the exigencies and in the mold of the directing func- 
tion. The judicial process, on the other hand, is primarily 
concerned with the function of determination. Hence, it 
sometimes shapes the exercise of an incidental admin- 
istrative function to the exigencies of the determining 
function. Administration seeks to achieve the ends of 
social control by guidance and prevention. It is governed 
more directly by the immediate ends, whereas in judicial 
justice a balance of ends is sought by insistence upon means. 
Being governed by ends in unique situations and seeking 
to individualize determinations, the administrative process 
is personal and hence is often arbitrary and subject to the 
abuses incident to personal as contrasted with impersonal 
action. Well exercised it is very efficient, much more 
efficient than the rival system can be. On the other hand, 
the judicial process. acting according to law in the first 
sense, operates characteristically by redress or by punish- 
ment. General rules of action are formulated in advance 
and applied to controversies after they have arisen. In 
veneral it does not supervise action but leaves individuals 
free to act, at their peril of responding for resulting injury, 
or of restoring what they hold at the expense of others, 
or of complying with their undertakings if they do not act 
in accordance with the rules. It is characterically im- 
personal and safeguards against ignorance, caprice, or cor- 
ruption of magistrates. But because of these safeguards 
there is a certain lessening of efficiency and the process is 
not quick enough nor is it automatic enough to meet all 
the requirements of a complex social organization.” 


We need both processes to assist in governing our Nation. 
We need the new Bureau because existing institutions are 
inadequate. Yet we don’t need to pay for it in total loss 
of Liberty. 

One hears a great deal about our great Bureaucracy on 
the political rostrum and in the newspapers. We hear that 
we should eliminate these agencies and get back to a more 
simple form of government. We hear of Thomas Jefferson's 
aphorism to the effect that that Government is best which 
governs least. But | have not found many specific recom- 
mendations for the elimination of particular agencies. When 
I have asked advocates of governmental retrenchment which 
agency they would eliminate, I have been met with vague 
generalities and little or no specific condemnation. I think 
everyone knows we are not going back and that we can’t 
vo back to the simple type of government provided by the 
founding fathers for an agrarian nation. 

We can't go back because we can’t take history back with 
us, and unravel the political, economic and sociological condi- 
tions which brought about the change. 

The folly of this proposition lies in the assumption that 
we can bring about a fundamental result by making changes 


in certain legal agencies while leaving all remaining human 
institutions unchanged. We can’t change the result of our 
historical development without changing the conditions which 
caused that result. 

Inventions in communications such as the telegraph, tele- 
phone and radio; in transportation such as the railroad, the 
steamship, the automobile and the airplane; in agricultural 
methods such as the mowing machine, the cotton gin, the 
tractor and the truck; the development of electrical power, 
the development of mines and mining machinery; the rise 
of industrial plants and the development of the production 
line; the growth of urban communities and the settlement 
of the public domain; all these and many more are con- 
tributing factors in the gradual changes in government which 
distinguish our present plant from the simpler form of 
government established in 1789. If one would go back he 
must divest himself of these developments because the 
growth of the agencies many now wish to destroy are the 
attempts of our lawmakers to regulate the change in life 
which these inventions had wrought. 

It was the growth of transportation and the development 
of trade between the States which brought into being the 
Interstate Commerce Commission and the Federal Trade 
Commission. 

The Telegraph, the Telephone and the Radio are re- 
sponsible for the Federal Communications Commission. 

The Airplane is responsible for the Civil Aeronautics 
Board. 

The development of Electrical Power is responsible for 
the Federal Power Commission and the Rural Electrifica- 
tion Administration. Interstate services in electricty and gas 
were responsible for the Federal Utilities Commission. 

Our development of industrialism, our urban develop- 
ment, our inability to provide complete markets for labor 
made necessary those agencies of government which were 
designed to ameliorate hardships caused by unemployment 
and destitution and thus. agencies dealing with Old Age 
Pensions, Social Security and Employment Insurance were 
born. 

The inability of Banks to take care of themselves and 
protect their depositors was responsible for the Federal 
Reserve Board and the Federal Deposit Insurance Corpora- 
tion. 

The abuses of private enterprise in the sale of securities 
brought about the Security Exchange Commission. 

The inability or unwillingness of private lending agencies 
to provide adequate credit facilities for the Nation brought 
the Reconstruction Finance Corporation into being. 

The Invention of the Automobile is responsible for our 
National Highway system and helped to create our Federal 
Works Agency. 

And the list could be multiplied and extended. 

I don’t think anyone would want to go back if he could. 
Our problem however is to see to it that with the creation 
and administration of agencies as little of human liberty 
as possible is sacrificed. 

The fact that a Bureau is necessary does not justify an 
abuse of power or an unecessary infringement of the rights 
of the citizen. 

The courts lack the facilities for the type of hearing 
necessary in many Administrative Proceedings. In court one 
is limited to a mere plaintiff-defendant presentation, yet 
often with the little help thus given, a court is called upon 
to make a pronouncement on a legal point setting a National 
precedent. The General Public is not represented, but the 
General Public is involved and is affected. Administrative 
Agencies which have the power of investigation are often 
better equipped than Courts to secure an adequate presenta- 
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tion. In the scientific and factual fields the expert has his 


necessary place. In court the expert is often worthless. 
I have never heard an expert in a court proceeding change 
his opinion no matter how skillful and lengthy the cross- 
examination. My experience in the field of expert opinion 
in a rather active practice in many fields is that the plaintiff 
hires an expert to substantiate his claim and the expert per- 
forms for his hire. The defendant hires an expert to give 
the opposite answers and he does so. Sometimes the Court 
in an abundance of caution hires its own expert who dis- 
agrees with both of the others. And then when the Court 
gives a judgment at variance with all three, I ponder on the 
devious ways in which human judgments are formed. 


Mr. Justice Prettyman of the Court of Appeals for the 
District of Columbia has announced the thesis that we need 
a New Trial Technique in courts of law and in Administra- 
tive Tribunals. He puts the blame largely upon the Bar. I 
suppose he is right. The Bar does need a bit of reforming. 
My generation is in general beyond help, as I view it. The 
older lawyers who learned their law over thirty years ago 
are too prone to rely on the old maxims and disregard the 
rise of administrative law. Most of us are too lazy to find 
out about it. It is much easier to complain. We rely on the 
doctrine of “substantial justice,” whatever that may be, 
and “inalienable rights” which have already been eroded 
away and “constitutional guarantees” which are being re- 
interpreted. Now these are all fine phrases and all sound 
well but they don’t help a modern client who has a problem 
involving a change in frequency for his radio station or 
a new service stop for his airline or a certificate of con- 
venience and necessity for some interstate facility. A vast 
factual presentation and not an histrionic effort is what is 
required. And if that doesn’t do the trick then those who 
are wise in human values and have little faith in the new 
Administrative Procedure Act which gives them a right 
to review in a Court of Law adopt the device of “‘seeing the 
right person” or persons in Washington and_ thereafter 
proceed through political channels. 


The Administrative Procedure Act has not changed mat- 
ters much so far as I can see. After its passage, Arthur T. 
Vanderbilt, now Chief Justice of the Supreme Court of 
New Jersey held an Institute wherein various attorneys 
for Administrative Agencies read papers dealing with the 
impact of the Act, on their agency. 


Mr. Caldwell, former General Counsel for the Federal 
Radio Commission stated he didn’t believe the Act had 
materially changed practices at the Federal Communications 
Commission. 


Mr. Wanner, Assistant Counsel for the Civil Aeronautics 
Board, said “‘because of the safeguards already in the Aero- 
nautics Act and the practices already adopted by the Board 
no drastic changes were required in the Board’s procedures 
and methods by reason of the Procedure Act.” 


Mr. Ralph H. Dwan, Assistant Chief Counsel for the 
Bureau of Internal Revenue, explained the present practice 
as to Review and added, “Such a review seems adequate 
and it is unlikely that it is changed by the Administrative 
Procedure Act.” 


Mr. Frank Delany, Solicitor of the Post Office Depart- 
ment, complained of the burden and expense imposed upon 
the Post Office Department. He conceded that it might prove 
worthwhile in the long run. 





Mr. Roger S. Foster, Solicitor of the Securities and Ex- 
change Commission, stated that the Act didn’t change their 
Review technique. 





Caspar Ooms, Commissioner of Patents, stated that the 
statute made slight impact on the Patent Office. 


Ugo Carusi, U. S. Commissioner of Immigration and 
Naturalization, said the Act will effect no appreciable change 
in the principles governing judicial review of immigration 
proceedings. 





C. A. Miller, Vice antitens and General Counsel for 
American Short Line R. R. Association stated: “I see nothing 
in the Administrative Procedure Act which limits or ex- 
pands judicial reviews of the orders of the Interstate Com- 
merce Commission.” 





The Bureaucrats don’t think the Administrative Pro- 
cedure Act applies to them because they believe that they 
have been giving all the safeguards necessary for a fair trial 
all along. They are experts, but not experts in the judicial 
process. In a Court of law a fair trial has a definite meaning. 
To us the words imply ‘a proceeding held under the sanc- 
tions and safeguards attending a judicial proceeding. In an 
Administrative Proceeding the term “fair trial” is only the 
name the Bureaucrat gives to what he does to you there. 

It is all a matter of words. We must remember how 
Hitler fought a “defensive war” in Poland, how the war 
between Japan and China was an “incident,” and that the 
purpose of the Japanese Invasion was to “protect”? China. 

The Legislative approach to the problems of Administra- 
tive Law is the creation of an Administrative Court of the 
United States and bills therefor are now pending in both 
the Senate and the House of Representatives. They provide 
for an Administrative Court of Review where none now 
exists, leaving the jurisdiction of the Court of Claims, the 
Customs Court, the Court of Customs and Patent Appeals 
and the Tax Court unimpaired. It is to have no jurisdiction 
in a case where a money judgment is sought, an issue of tax 
liability is presented or the grant or denial of a patent is 
questioned. 

It is to have exclusive jurisdiction to review agency ac- 
tion where Jurisdiction is now in the District Court and 
also for the civil enforcement of the rules, orders or in- 
vestigative demands of any agency. 

The Court shall have the authorit y to grant a 
Judgments and to compel agency action wrongfully with- 
held. 

Personally, I don’t see how matters will be helped by 
creating another Special Administrative Court. History gives 
a general pattern in this regard. We tend to set up a multi- 
plicity of specialized tribunals and then gradually consolidate 
them into a simple unified system. The pattern is the same 
for any new development in law. There was agitation for 
such a court fifteen or twenty years ago. 

If the Administrative Court proves to be a real court 
and not a mere arm of executive power it will be as objec- 
tionable to the proponents of an all-powerful administrative 
setup as honest to God Courts of Justice have been. If it 
doesn’t become a real Court it can serve no useful purpose. 

The Administrator hates a real Court and he hates a 
real lawyer. I remember the first act of Rex Tugwell when 
he held hearings in Puerto Rico on the 500-Acre Land Law 
was to exclude all lawyers from the proceedings. I have 
often been told at Administrative hearings that legal formal- 
ism was dispensed with and that the purpose was to get to 
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the Incat of 


technicalities. 


the matter without the hindrance of legal 
And then the farce would begin. Hearsay 
twice removed opinions of unqualified persons; conjecture; 
surmise; canned testimony in the form of prepared state- 
ments; denial of the right of cross-examinations; lack of 
pleading, so as to prevent preparation, and a zealous opponent 
with a record of Departmental Service to maintain sitting 
as judge in his own cause. 

‘Then there was the appeal within the Agency. 
few weeks ago I visited an Under-Secretary 
Departments of Government. 


Only a 
in one of our 
I found him signing letters 
affirming decisions of subordinates from one of the Depart- 
mental Agencies. I asked him how he informed himself 
cases. He stated quite frankly that he didn’t inform 
himself and merely relied upon the decision of his subordi- 
nates. But the poor devil out in the sticks was paying for 
n Appeal. He got form and not substance. 

| have heard Administrators tell lawyers to “shut up” 
when they were asking to cross-examine agency witnesses. 
| have seen can Administrator snatch engineering data from 
the hands of their own engineers and reprimand them for 
disclosing the data upon which the agency showing was 
based. 

| have 


on the 


had an Administrator at a hearing wherein | 
quoted a regulation ask me where I got the wording of the 
regulation. When I told him the General Counsel had 
it to me in a little green looseleaf book, he repri- 
manded the attorney, stating that those regulations were not 
open to the General Public. This was long after the Federal 
Register Act: 
Our difficulties 


l 
shown 


in coping with the problems arising in 
this field Administrative Law are difficulties with 
men rather than with procedures. The Administrators tell 
us that experts ought to govern and propose a government 
experts. But they are not even true to their own creed. 
There are experts in the necessary function of arriving 
at truth in an adversary action, in the determination of the 
veizht of evidence, in attaining the objectivity necessary to 
impartial consideration of evidence, in the application of the 
elements of fairness necessary in conducting a fair and im- 
partial trial. In a word, there is an expertness necessary 
tor the conduct of the judicial process. 

But our Administrative zealots want no experts when 
they apply the Judicial Process. They dispense with the help 
of experts in this essential category. They disguise their 
inconsistency by cliches such as “dispensing with technicali- 


ties,’ “avoiding formalism,” and “refraining from being 
} 1 . 38 
lepaiistic. 


They want experts in everything except the Judicial Proc- 
They want to judge without qualifying themselves for 


new 


CAN WE 
By PAUL C. 





O one need pause to comment upon the immediate 
professional future of the 1949 graduates of the 
University of Oregon Dental School. It is enough 

to say that the professional services you can render are in 
great demand. Nor need one devote paragraphs to the 
character of the school from which you are graduating. 
Your dean is one who has exercised distinctive leadership not 


Wanted: Superior Living 


DEVELOP THE SPIRITUAL OVERTONES OF LIFE? 


PACKER, Chancellor of the Oregon State System of Higher Education, Eugene, Oregon 
Delivered at the Commencement Exercises of the University of Oregon Dental School, Portland, Oregon, June 16, 1949 


that purpose. In an Administrative Proceeding I have seen 
Administrators rely upon their own impromptu concept of 
the proprieties and reject as inapplicable the considered wis- 
dom of the ages as to what constitutes fair play. The Ad- 
ministrative Process seeks to govern the citizen efficiently. 
The Judicial Process seeks to preserve the Liberty of the 
citizen. Both are good objectives, but neither will stand 
alone. If a certain amount of waste or inefficiency is the 
price of Freedom, then it’s not too high a price to pay. 
Total efficiency at the price of Liberty is too high a price 
to pay. 

We might all do a little toward betterment in our own 
categories. 

The Bar might develop more efficient trial techniques 
and pre-trial methods and avoid long trials, useless histrionics, 
exhibitionism, voluminous records, useless objections, tedious 
briefs, and prolonged cross-examinations. 

The Bench might assist in developing techniques for more 
comprehensive fact-finding, in curtailing useless cross-exami- 
nations and discouraging the ancient trial delays which pro- 
long trials and make them so expensive. 

As for the Administrator, I think he should early come 
to the decision reached by Mr. Justice Holmes—That he 
was not God. This would be a splendid start. Thereafter, 
the Administrative Process should seek the assistance of the 
Judicial Process—not its elimination when it acts in a 
judicial role. 

Our oldest Administrative Agency has found the wisdom 
of giving a trial de novo in a court in most of its contested 
matters. Perhaps this would be too much to hope for, but 
at least we should see to it that after a license has been 
given or a certificate of convenience or necessity or a 
certificate of any kind has been granted to a citizen, only 
a court can take it away in an adversary action wherein 
the opponents stand before an impartial tribunal and where 
due process of law is the order of the day. 

And I am unmoved by the specter of legalism. ““To require 
administrative tribunals to keep within the limits of the 
jurisdiction and powers granted by the statute creating 
them ; 

to require these tribunals to take the policies they apply 
from the statute and not from their own ideas of particular 
Cases ; 

to require them to apply the standard provided by statute 
instead of making one of their own; 

to prevent their acting on no standard at all; 

to require them to find the facts upon which they based 
their orders, as all other tribunals are required to do— 

all this is not legalism, it is constitutionalism.” 








only in Oregon but in the national councils of your pro- 
fession; your faculty is competent; your school is fully 
accredited by your official standardizing association; your 
plant is one that we expect to replace in the relatively near 
future, although I am sure the present facilities have not been 
permitted to lessen the quality of your instruction. 

In short, the only handicap, if there is any, under which 
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you will begin the practice of dentistry will be of your own 
making. 

Because of this I want in these few moments to visit with 
you about some overtones of living which I believe to be of 
particular concern to all college and university graduates in 
all fields this commencement time. 

In the midst of a world that is confused and uncertain, 
a world in which conflicting ideologies are daily rubbing 
elbows, a world that is searching for answers that will insure 
a reasonable degree of great, generous, and exacting living, 
each individual who has enjoyed the privileges which have 
been yours is especially obligated over and beyond his busi- 
ness and professional activities to contribute his bit, wherever 
he may be, to the society of which he is a part. Under such 
conditions it is no exaggeration to say that, if there is to be 
developed a world in which the flow of commerce will be 
untrammeled, armed conflict relegated to the past, freedom 
of the individual attained and maintained, you and those like 
you must learn and teach us how we may play effectively in 
a world arena. With valleys of isolation erased and each 
and every society impinging upon each and every other 
society, this represents a challenge which is new in its extent 
and which demands greater leadership than has yet been 
discovered in the realm of human endeavor. 

As you well know, many proposals, schemes, and organi- 
zational setups have been advanced to resolve our present 
dilemma. Concerning these various suggestions I do not care 
to comment. Rather, I want to bring the issue directly back 
to the individual, for no matter what type of organization we 
may develop its success is dependent upon the quality of 
living of the persons who are a part of it. It is our individual 
performances, no matter how humble our place in life may 
be, that will in the long run determine how well ordered the 
world may become. 

As I intimated in the beginning, the single most important 
factor that society needs today, has needed in the past, will 
need in the future, is to achieve individually the goal of great, 
generous, and exacting living. This concept drives us over 
into the spiritual realm of living. Let me hasten to say when 
I use the word “‘spiritual’”’ that I do not have in mind some 
form of orthodoxy. Rather, it is the “something-more-than” 
of mere living and doing the tasks which happen to be the 
stint of our days. This extra touch which may seem to some 
a mere margin of living is really the warp and woof of life. 
It is the only touchstone that, in the long run, will make us 
great enough to pay the price necessary to insure a world in 
which a reasonable living harmony many reign. 

Prior to World War I, the activities of the United States 
were in the main confined within our own borders. Oh, of 
course, we traded with many countries of the world and our 
people contributed liberally when some great tragedy, such 
as a famine, occurred in some distant place. But, as far as 
the general public was concerned, it was interested and busy 
with its local affairs. Only a few were sensitive to the fact 
that ever increasing ease of communication was gradually but 
surely erasing the isolated regions throughout the world. 

Even after actual conflict started in Europe, many felt that 
it was no affair of ours. More amazing still—after we had 
participated in the war which was to end all wars, we still 
cherished the thought that we could maintain our previous 
policy of isolation. We even elected a President on the 
slogan, “Back to Normalcy.” Then, regardless of whether 
or not this idea had any merit, almost overnight we aban- 
doned it and went on a materialistic binge. The national 
headache which followed this spree needs no review for you, 
because you experienced it. As you well know, before it was 
over we had skirted the edge and were soon deep in the 
midst of another World War—a war which was to shake 


the very foundations of every known society. The impact of 
this second World War was so great, not only upon the 
economy of this nation but upon the individual citizenry, 
young and old, that anyone with the least insight was jarred 
into the consciousness that possibly the ‘““Gods of the Market 
Place,” of which Kipling wrote and in which we had so 
largely placed our faith, might be false ones. For today, 
even after unbelievable expenditure of human and material 
resources in the maw of war in an effort to maintain freedom 
for the individual, powerful forces are at work to destroy it. 
It would be tragic indeed if this invaluable treasure, despite 
the recent price which was paid plus the heavy investment of 
the past generations in this idea, should be destroyed in the 
societies where it exists and not be permitted to flower in the 
slave societies. 

Under such circumstances the concept, “Wanted: Superior 
Living,” loses its flamboyancy and becomes a hard-boiled, 
realistic need. It literally forces us to bring into focus and 
to put into practice the essential values of life. You are all 
aware of what these are. You need not be reminded that 
unless they are practiced individually no society, in the long 
run, can achieve a poised degree of living. 

I want to pay my respects to a few of these values, or 
overtones, or the “something-more-thans’’—call them what 
you may—that are essential if we are to attain the superior 
living which ultimately will be our only insurance of main- 
taining any society worthy of human record. For the purpose 
of the moment I have chosen to comment on the following 
three values: integrity, tolerance, and security. 

Noah Webster defines integrity as “Moral soundness; 
honesty; freedom from corrupting influence or practice; esp., 
strictness in the fulfillment of contracts, the discharge of 
agencies, trusts, and the like.” For convenience and brevity 
I want to bundle all this into the quality of keening obliga- 
tions. 

Fifty years ago the expression, “His word is as good as his 
bond,” really represented a state that most individuals, no 
matter how far they fell short, wished to attain. Over the 
years this quality, though still prevalent in the public mind, 
has lost not a little of its sharpness. As a result, the highways 
of the world are strewn with broken obligations and promises, 
not only on an individual basis but on national levels. To 
illustrate specifically, we need only recall the bank failures 
of a few years ago which remind us that it came to be almost 
respectable to try to settle our obligations on fifteen or 
twenty-five cents on the dollar—even for those who, by 
sacrifice, could have paid in full. 

Is it necessary to add that if we form the habit of dodging 
such obligations individually it would set the stage for the 
development of a society which would do exactly the same 
thing on a national level ? 

You, your children, and your children’s children have been 
handed a public debt of no mean proportions, plus an exceed- 
ingly heavy demand for ever increasing public services. Both 
the debt and the public services necessary to effective living 
can be met only if the quality of individual integrity is main- 
tained on a high level. Taking the long view, it is neces- 
sary to see that the youth of the nation are discipline in the 
quality of keeping obligations. Unless we can achieve a gen- 
eration that is intellectually and spiritually tough enough to 
meet this challenge on a high level, the type of life this 
country has enjoyed is in no little danger. 

The second concept I want to discuss is tolerance. You 
remember that Voltaire said in effect that he would defend 
with his life the right of anyone to express his point of view 
but would, at the same time, reserve the right to battle to its 
death any idea with which he disagreed. Isn’t it amazing 
how far away we have drifted from this concept? Daily we 
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ire being urged to be tolerant about this, that, and the other 
ng with few if any exceptions being made. 

‘To counteract the misconception which is beginning to 
weaken the moral fabric of our society, I enter a plea for 
ntolerance—intolerance, if you please, of poor work in any 


1} 
field 


field of endeavor, intolerance of destructive gossip not only 
on an individual basis but upon a national and international 
level, intolerance of those who choose: to make temporary 
popular decisions when they know them to be wrong, intol- 
erance of such matters as poor sportsmanship and poor man- 
ners. This may sound like a play on words, but | assure you 
it is not so intended. It is but another way of giving emphasis 
to the necessity of recapturing the fine quality of tolerance 
ts true meaning. It means taking the flabbiness out of 
approach to living so that we will not degenerate into 
i, society that resembles a dish rag—and a pretty wet one, 
that. 

One other concept to which I wish to direct your atten- 
tion momentarily is security. In the past, society has thought 
of security as something that is associated primarily with 
ndividuals nearing the ‘sunset side of life. During this 
entury, however, the idea of security seems to have grown 
» rapidly that the spirit of adventure, formerly the dominant 
tone of the youth of this country, has been a bit dulled. In 

recent issue of Fortune magazine there appeared a report 

survey of the most sought-for objectives of this year’s 
eye and university graduates. The survey indicates that 
ly in the states of Texas and Oklahoma does there seem 
remain among the college graduates of 1949 any marked 
nterest in gambling on the future. In all other sections of 
_the country the majority of votes were cast for security. 

Now | am quite aware that we have no comparable meas- 
ure of the attitude that exisetd as respects the graduates of 
twenty-five or fifty years ago. However, the testimony of 


ndividuals who have experienced this period indicates that 


the present apparently overwhelming ambition of youth for 
security rather than adventure is something new. It may be 


that the defeating days of the thirties contributed greatly to 


} 


developing the thought of security as a life goal of youth; 
or it may be that the recent war, in which so many of you 
and your millions of associates played so large a part, has 
temporarily reduced the zest for adventure. As someone has 
said, “Youth feels himself as a survivor in a long series of 
routs and massacres. Insecurity is his portion, and doom and 
death are to him familiar neightbors.” All these and many 
other comments might be made respecting the issue of security 
versus adventure. 

The important thing, however, about the whole matter 
is for us to recapture the age-old truth that security is an 
accompaniment of effort and sacrifice and not an end in 
itself. The days ahead will demand in even greater degree 
than in the past a sufficient quota of rugged, intelligent, 
generous, imaginative, gambling individuals who will once 
more give vitality to the spirit of adventure in our society. 
Unless these spark plugs arise in our midst—and I believe 
they will—we may well drift into a state none of us cares 
to contemplate. The heavy inheritance and the challenges 
that are the portions of the youth of today—and they were 
never greater—demand that adventure in living be made 
primary and security its accompaniment. You and the other 
‘49ers throughout this country have an especial responsibility 
for bringing to pass great, generous, and exacting living in 
this area as well as in the other lasting values of life because 
of the opportunities that have been yours. 

Integrity, Voltaire’s type of tolerance, and an earned secur- 
ity are but illustrations of living values which must be kept 
in constant focus if society is to develop a living poise. It is 
in areas such as these that the world is somewhat poverty- 
stricken. In science, the professions, industry, and business 
affairs this country, as everyone knows, has shown great 
prowess. Can we be as successful in developing the spiritual 
overtones of life? 

In the long run these fundamental values of life will 
determine the degree of real achievement that is ours. Noth- 
ing short of superior living on the part of individuals has a 
chance in the days ahead. 
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Delivered before the Student Body of The Graduate School of Banking, 


Pg SN HIS autumn the Federal Reserve System will have 


been in operation for thirty-five years. Without ques- 

tion it has served a useful purpose in the economic life 
of America. Today the System is in danger. It is being di- 
verted from the purposes and principles of its founding. It 
is being changed in ways that have short term plausibility 
but may spell long term failure. 

The Federal Reserve System was established after more 
than a decade of public discussion of the principles of central 
banking. On the whole, its structure, modified gradually over 
the years by practice and legislation, has proved sound. But 
the original act was passed a generation ago. The gravest 
threat is that this generation is treating the Federal Reserve 
System as just one more government agency, is losing sight 
of its major purposes, and is neglecting the safeguards which 
are necessary to protect it in the fulfilment of its great ob- 
jectives. 





Rutgers University, New Brunswick, New Jersey, June 24, 1949 


Part of our present difficulties are due to the subordination 
of the System to the financing and management of two major 
wars. Its proper peacetime position has not yet been re- 
stored. 


THE PROBLEM—STABILITY 


The Federal Reserve System was established following the 
1907 panic as a means of preventing depressions. The 
reasoning at that time may appear to us today oversimplified 
and naive. It was supposed that depressions were largely the 
result of money panics, and that a mechanism to supply 
money at a time of crisis would prevent the panic and, there- 
fore, the depression. The key idea of the Reserve System was 
that of providing an elastic currency. 

The depressions of 1921 and the ’30s showed that this 


analysis was inadequate. These two depressions were more 


severe than those before the establishment of the System. 
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What has happened over these years has been to redefine 
the responsibilities of the Reserve System in broader terms, 
but not to change the fundamental objective of avoiding de- 
pressions. More than ever, the central problem of modern 
economics has become the problem of moderating business 
fluctuations. Thus, the major purpose of the Reserve System 
has become the major objective of peacetime economics. 

As the level of economic prosperity in a country rises, the 
danger of business fluctuations appears to be heightened. A 
larger proportion of the country’s economic activity is in in- 
vestment in buildings and machines, houses, automobiles, 
and other durable goods, rather than in consumption goods. 
This sort of activity is postponable, and people postpone it 
from time to time for one reason or another. One of the 
greatest reasons—if not the principal one—for postponement 
is that people as individuals and as business men find sud- 
denly that they have overspent and overbuilt, and over- 
stocked 

Hundreds of other causes enter into the great fluctuations 
of business: the weather, wars, political changes which affect 
confidence, failures due to mismanagement of business or 
banks, strikes or other labor difficulties, bad legislation and 
unsound fiscal policy, depression in other countries, etc., etc. 
An analysis of almost any depression usually reveals a num- 
ber of these causes at work. 


No SINGLE CAUSE OF DEPRESSION 


Just as there is no single constant cause of depressions, 
there is no single cure, nor can any one agency control them. 
This does not mean, however, that we must accept depres- 
sions and their miseries as inevitable “Acts of God” about 
which nothing can be done. The unemployed will not so 
accept them but will press government to do something about 
them; and it is now the fashion for government to assume 
large responsibility for and power over the people’s economic 
welfare. 

At this point, some clear thinking is called for to recognize 
what can actually be done by government and what can be 
done by individuals and business. Those who would argue 
that business changes are the province of business and free 
individual choice find some support in recent experience. In 
the postwar boom, business men have shown prudence in 
avoiding overexpansion or going heavily in debt. The anti- 
inflation program of the banks helped keep the boom in 
bounds. All of this, we hope, will cushion the recession and 
shorten its length. As business and banking grow in eco- 
nomic understanding and maturity of experience, we should 
ourselves be able, by keeping our own operations sane and 
foresighted, to help lessen violent adjustments. 

But it would be foolish to deny that the government has a 
great influence on business fluctuations. Often the influence 
is in reverse: government expands the boom by overspend- 
ing. In latter years, the government has tried consciously 
and vigorously, though often clumsly, to check booms and 
depressions. Since the passage of the Federal Reserve Act, 
the government has moved into many other fields of human 
activity; and many possible ways have been canvassed in 
which government may stabilize business and employment. 


Direct ConTROLS 


In the discussions of today, there are three general ap- 
proaches to this problem of reducing economic fluctuations 
by government action. One is through establishing direct 
controls. That is the totalitarian way. Somebody at head- 
quarters makes a plan of fixing prices and wages and ration- 
ing goods, and compels everybody else to follow it, whether 
he likes it or not. So far, no country has yet succeeded in 
controlling business fluctuations in that fashion. Even with 


good intentions, how can the men who make the plan have 
the wisdom to know how much of different kinds of food 
people can be made to eat, how much of different kinds of 
clothing they should wear, what the weather will be, what 
other countries will do in the way of buying the products of 
the country or offering their own products in exchange? 
There is-no clear evidence that the method does in tact re- 
duce major economic fluctuations. In the cases of Hitler and 
Mussolini, it led to war, the greatest unstabilizer of all. 

Another major question is whether human beirgs will ex- 
ert the energy and the ingenuity which are necessary to 
vigorous economic growth when they. are bound hand and 
foot by government controls, as compared with developing 
their own ideas and interests. This country has led the 
world ir economic growth and raising living standards 
under capitalism, which rests on individual freedom and 
initiative. 

Evidence of the results of controls is clear to every visitor 
in Europe today. The detailed economic management to 
which the people of many European countries have been 
driven, both by circumstances and by theories, does not work 
well. There are leaks and evasions on the one hand, and the 
crippling of enterprise on the other. 

While there is today in the United States an important 
group of people who believe in establishing totalitarian con- 
trols in this country, this is not the American way of doing 
things. We know this method is incompatible with the pres- 
ervation of our democratic practices of freedom of the in- 
dividual. 

COMPENSATORY SPENDING 


The most fashionable recent attempt in this country to 
combat economic instability is through variations in the 
amount of government spending—the “compensatory spend- 
ing” theory. For example, the author of the Hoover Task 
Force Report on the Federal Reserve System appeared to be 
of that school of thought when he said: “The impact of the 
federal budget on the level of production, prices, and employ- 
ment is now widely recognized. Federal Reserve monetary 
policy is now seen as probably subsidiary in importance to the 
federal budget in mitigating general economic instability; 
certainly it is of no more than correlative importance.” For- 
tunately this report of the Task Force was not adopted by the 
Hoover Commission itself. 

The federal budget is, of course, an important economic 
influence but not always a salutary one. Experience of recent 
years is discouraging to the belief that the budget can be so 
subjected to economic control that its fluctuations will be- 
come a stabilizing influence in the business cycle. According 
to the theory, spending should be reduced when the economic 
goose hangs high, and increased in depressions. So far, about 
all we have succeeded in doing since this theory gained official 
sanction has been to increase the budget in both booms and 
depressions. Budgets are instruments of politics, and to make 
them also economic tools is asking much of human nature. 

There are, we should admit, certain special areas in which 
government has set up a mechanism for anti-cylical action. 
The most notable is unemployment insurance. Under this 
plan, the worker and employer make larger payments to the 
government in times of prosperity, and the government in- 
creases its out-payments in depressions. Spending for pub- 
lic works is often cited as an area for a possible anti-cylical 
program. So far, political pressures and the timing of ex- 
tended projects have baffled the planners. 

One may summarize by saying that while the budget 
should be an influence for economic stability, and we should 
do all we can to push it in that direction, we must not be too 
sanguine of our success. We cannot rely on that instrument 
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alone tor economic stability. The best practice will be to for- 
tity insistently the old tradition that budgets are to be bal- 
anced. Circumstances themselves will unbalance them often 
enough despite all that can be done. That is happening today 
under our eyes. 


Monry MANAGEMENT 


The third of the traditional methods of affecting business 
fluctuations is the regulation of money through changes in 
the supply and cost of money. History records many instances 
of the successful use of this instrument. For years, the Bank 
it England, by changes in its discount rate, or by its purchase 
or sale of bank acceptances or Treasury obligations, influ- 
enced the flow of funds in and out of the London market. 
More important still, it influenced the activity of the invest- 
ment market. The Federal Reserve System now has a long 
history of attempts at credit control—some more, some less 

ful. 

‘There are great advantages in trying to influence economic 
fluctuations through the money supply. In the first place, it 
can be done. ‘The central banking system has the power to 
change the price of money and to influence the volume of 
money. I[t*is true, as many say, that for the business man 
about to launch an undertaking, it does not make much 
difference whether he pays three per cent or four per cent 
when he borrows at the bank. But when a business is think- 
ing of selling 30-year bonds, whether it pays three per cent 
or four per cent may make a critical difference. Also, the 
buyers ot bonds or of equities are greatly influenced by their 
to whether they think money rates are rising or fall- 
ing—a matter which is within the control of the central 
banking system. When rates are rising, it is harder to get 
money. Business men and bankers watch the indicators of 
changes in Federal Reserve policy as one of the factors in 
deciding whether to go forward with or postpone new under- 
takings. The powers of the Reserve System are still sub- 
stantial. 


SUCCES 


View as 


The second advantage of using monetary action as a 
method of influencing business is that this method is consist- 
ent with democracy. You don’t have to tell the individual 
borrower or lender what to do, but you create the conditions 
under which he makes his own decision. If we must have 
some form of government control, the best form in all our 
experience is control through money because that involves 
the least interference with the freedom of the individual to 
make his own choices in his economic life. 

\dmittedly, the huge national debt and responsibility for 
the government security market have limited the freedom of 
credit policy since the war. Even under this handicap, in- 
creases in discount rate and open market operations have had 
considerable influence: Just how much no one can measure; 
the observer in the money market, it appeared very 
substantial. 

Any skeptic as to the power of money in any economy does 
well to examine the dramatic illustrations of the results of 
recent basic changes in money values and credit policies in 
Belycum, Germany, and Italy. These were extreme cases, 
but they revealed vividly the improvement that can follow 
large doses of good old-fashioned monetary medicine. 

lo avoid any misunderstanding, it should once more be 
emphasized that in this country today the Reserve System is 
only one of many influences on business fluctuations. The 
final result reflects many causes: the wisdom or unwisdom 
of business men in accumulating inventories, in starting new 
ventures, in keeping production costs and selling prices down; 
the soundness of labor union policies; the international situa- 
tion; the thousands of ways government stimulates or retards 
activity; the spending or saving habits of the individual; etc. 


Dut to 


The Reserve System is no substitute for sound policies in all 
these areas, nor can it wholly offset unsound policies. In the 
long run, the economic trend reflects the stresses and the 
strains from all these fields. 

The point to note is that the control of money is a very 
powerful influence, and is one of the few that can be con- 
sciously directed to economic stability. The Reserve System 
is our agency for that purpose. In the interest of sound bank- 
ing and a sound national economy, the Reserve System must 
be preserved and defended; and bankers, who know it best, 
have that peculiar duty. 


THREE QUESTIONS OF FEDERAL RESERVE ORGANIZATION 


Next to these broad general conclusions as to the System’s 
function and responsibility, there arise, as a result of recent 
discussions, three critical questions about the organization 
and operation of the Reserve System. 


(1) Relation of the System to the President and the 
Treasury. In the whole history of central banking, the most 
serious difficulty has been the relationship between the cen- 
tral banking system and the political government. The gov- 
ernment is elected by the people and reflects, sometimes 
dimly it is true, the will of the people. But wherever a cen- 
tral bank has been established, some mechanism has been de- 
signed to give the central bank a measure of independence 
from the will of the executive. There are several reasons for 
this. One is that the problem of money is highly technical. 
No nation’s chief executive is wise enough to make detailed 
decisions in this field in addition to his other duties. 

The second consideration is that the central banking sys- 
tem to be effective must do unpopular things. As suggested 
earlier, the lessening of business fluctuations depends more 
largely on avoiding overspe.:ding and the excesses of a long- 
continued boom than it does on action when the corner is 
turied and the indexes start down. No amount of easy money 
in 1932 and 1933 persuaded people to spend. The fact that 
they had overspent in ’28 and ’29, together with their fears, 
made them cautious. 

But to make money more expensive and put other re- 
straints on prosperity is unpopular. A wise executive in any 
country does well to detach himself from those unpopular 
decisions and let somebody else take the responsibility. 

Still a third reason is that the immediate interest of the 
Treasury is often directly opposite from the wise course of 
central banking policy. The Treasury is the country’s big- 
gest borrower. It needs cheap money, even when the dose of 
medicine that the country may require is firm money. These 
are all good reasons why the Federal Reserve System should 
not be a bureau of the Treasury Department or subordinate 
to it. The central banking system should be almost as de- 
tached from the political administration as the Supreme 
Court. We say “almost” because, of course, the central 
banking system, in working for the public interest, must in- 
evitably consider the needs of the Treasury as a major factor 
in its decisions; and central bank policy is always a part of a 
country’s broad economic program. 

But if it does its job well, it will always see beyond the 
Treasury interest the need for economic stability for the 
whole country. The wise chief executive of a nation will re- 
spect the freedom of the central banking system, just as the 
wise central banker cannot neglect the political environment. 
In time of war, the Reserve System becomes an agency for 
financing the Treasury. With peace, it is slowly recovering 
independence. We must not allow that wartime relationship 
to be permanent. 

(2) The Balance of Power within the Federal Reserve 
System. In the years of discussion preceding the passage of 
the Federal Reserve Act, a controversy raged as to whether 
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the new central banking system should take the form of a 
single central bank with branches, or a regional system. Un- 
der the leadership of President Wilson and Carter Glass, 
the regional system was adopted. One reason was the natural 
fear always entertained in this country of financial domina- 
tion by some central group. There would be always danger 
that such a central group would come under the control of 
some narrow economic or political interest, or would not be 
wise enough to visualize the needs of so large and diverse a 
country. 


A second advantage of the regional systern is that the effec- 
tiveness of any action which the System may take depends 
on the cooperation of bankers and business men all over the 
country, and men always cooperate better in decisions in 
which they have some share. In the field of money, the same 
political principle was followed which gave us in this country 
a federal, republican form of government, rather than too 
great concentration of power at any single point. Admittedly, 
our government is not as efficient in certain respects as a 
government which concentrates power at the top; but in the 
long run the American people believe the results are better. 

During the past fifteen years, in the Federal Reserve Sys- 
tem, there has been a tendency to move away from the re- 
gional principles of President Wilson and Carter Glass 
toward a concentration of power in a Board in Washington. 
The Banking Acts of 1933 and 1935 further increased the 
power of the Board, at the expense of the Federal Reserve 
Banks, by giving the Board a majority in the Federal Open 
Market Committee, which makes the decisions on open mar- 
ket operations; by lodging in the board powers to change the 
reserve requirements of banks, to change the margins on 
security loans, and to control foreign operations; and other- 
wise increasing the Board’s powers. 


There still remain, however, substantial powers in the 
Reserve Banks, including the power to fix discount rates 
(subject to review and determination by the Federal Reserve 
Board), the power to pass on loans and discounts of all sorts, 
some power of bank supervision, and the power through the 
bank presidents to vote in the Open Market Committee. As 
the Reserve Banks are the operating bodies of the System in 
direct contact with the markets and men, their recommenda- 
tions have always carried weight with the Board and with 
the Treasury. 

Further suggestions to concentrate more and more power 
in Washington appear in the Hoover Task Force report, and 
also in legislative suggestions by the Reserve Board. This 
tendency has two grave dangers. The first of these is that 
the Federal Reserve Board may become so detached from 
grass roots opinion that it will make the wrong decisions. It 
is a hazardous business in a country as large as this for such a 
Board to make important decisions affecting the lives of 145 
million people in the detached, statistical, and political at- 
mosphere of Washington. The Federal Reserve System has 
huge powers. The founders of the System were wise in the 
extent to which they decentralized the making of decisions, 
so that any decision when finally made would represent the 
composite judgment of several groups of people and not the 
arbitrary action of a few. 

The Federal Reserve Banks as fully as the Reserve Board 
are manned by career men devoted to public service. Their 
directorates are composed of public-spirited and able citizens 
in touch with their communities. Their participation in pol- 
icy decisions of the System will help to insure that these de- 
cisions are reasonable, and will be so accepted by the citizens 
of the different communities. In the long run, monetary 
policy is not a matter of mechanics but a matter of human 
psychology ; and the Federal Reserve System can best accom- 


plish its purposes if it exercises leadership which is followed 
by an understanding and willing community. From this 
point of view, it is not more powers that are needed but 
closer understanding and cooperation between bankers and 
the Reserve System. Responsibility for this result rests on 
both groups. 

(3) The Trend toward Controls. For some years past, 
the Reserve Board has been given from time to time added 
powers in detailed sectors of the field of credit, in addition to 
the general powers which it already exercises over the volume 
and the cost of money. An example is to be found in the 
legislation giving the Federal Reserve Board power to fix 
margin requirements on security loans. In the 1928-29 boom, 
excessive loans on securities were a major cause of the over- 
expansion and proved impervious to control through raising 
money rates. There was sound reason for giving the Reserve 
System this additional power to fix margins, so that excessive 
amounts of credit would not be created through security 
loans. Similarly, there was some justification in war or ser- 
ious inflation for giving power to some one to regulate the 
terms under which instalment credit is advanced, though in 
this case, the results were of doubtful value. 

Both of these powers involve a type of credit in which the 
volume is large and in which it is possible to apply general 
rules. In both cases, however, there is danger in the exercise 
of such powers. For example, the 75 per cent margin require- 
ment in force until recently has been a factor in the present 
depression in the market for equity capital. 

One school of monetary economists would project the Re- 
serve Board still further into what may be called “qualita- 
tive” credit controls by giving the power to make detailed 
rules to govern the making of real estate loans and other 
specific forms of loans. This is quite different from fixing 
margins on security loans or down-payments and maturities 
on instalment loans. Any set of rules for the infinite variety 
of loans would be so cumbersome and complicated as to entail 
vast amounts of extra red tape, confusion, and interference 
with the normal conduct of business. Any rules strict enough 
to restrain unwise lending would check and hamper many 
cases of wise lending. 

All of these suggestions have in common more than a sug- 
gestion of the totalitarian principle that some one in a govern- 
ment bureau can make wiser decisions than management on 
the job. The danger is that such controls will prove as in- 
effectual and also as destructive of aggressive enterprise as 
totalitarian controls are in Europe today. The controls, 
moreover, take time and endless decisions and controversies, 
which divert the System from its true function. 


The recent request of the Reserve Board for more power 
over bank reserve requirements also enters into detailed man- 
agement of the banking business. Large, unexpected, and 
incalculable changes in the amount of money banks have to 
employ create difficulties for the people who run banks; and 
they may have unexpected repercussions. As bank earnings 
are impaired, for example, bankers are tempted to make ex- 
cessive loans in borderline cases. 


The present detailed control by the Reserve System of 
prices and trading in the government security market, justi- 
fied in wartime, has no permanent place in a peacetime 
economy. 

The general conclusion is that no matter how necessary 
certain added controls may appear to be to meet particular 
situations, there is danger in this area that needs to be safe- 
guarded. One way of safeguarding it would be to put all 
these powers in the Open Market Committee rather than the 
Board of Governors, so that grass roots opinion is brought to 
bear on the decisions. In any event, added powers should 
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be granted only with great caution, and the present powers 


and practices should be closely scruitinized. 
CONCLUSION 
After nearly thirty-five years of operation, the Federal Re- 


serve System is threatened with danger. It is threatened by 
the kind of thinking that created totalitarianism in Germany 
and Russia and socialism in England, by the reasoning that 


efficiency calls for concentrating power in bureaus in Wash- 
ington. 

This is a danger not for banking alone but for the whele 
ount [t was the principle of Karl Marx that if a group 
of men could get control of the credit resources of the 


country, they could control the whole country. The seem- 
ingly logical move to solve our money problems by greater 
concentration of power over credit in Washington and in 

! is subversive of the principles of our democ- 


oil 
b | 


ite al h nds 


racy. If the bankers of the country do not defend the System 
from this danger, no one else can or will. 

It would be easy to leave this statement as a negative plea, 
opposing all controls. The positive side of it is a reaffirmation 
of the need for vigorous monetary management as the most 
powerful and best instrument government possesses for mod- 
erating business fluctuations. Its effective use depends on the 
time-honored powers to influence the cost and volume of 
credit rather than on detailed control. The use of these pow- 
ers in turn depends on a revitalized Federal Reserve System 
with growing independence of Treasury policies as the war 
recedes into the past. The effectiveness of credit policies also 
will be greatly enhanced as they become cooperative national 
policies rather than surprise moves imposed by a Washington 
agency. In bringing this about, bankers have themselves an 
equal responsibility with the Reserve System. 


Russia Won’t Risk War at Present Time 


BASIC CHARACTERISTICS OF STALINISM 
By LT. GENERAL WALTER BEDELL SMITH, former Ambassador to Russia, now Commanding General of 
United States First Army, Governor's Island, N. Y. 


Delivered before the Annual Conference of Governors, Colorado Springs, Colorado, June 20, 1949 


\PPRECIATE the honor of being invited to address 
the Governors of the United States at their annual 
It is especially significant that our gover- 
nors, preoccupied as they are with the problems and interests 
of their respective states, should turn their attention to for- 
eiyn affairs, which in our time have come to affect the lives 
of all Americans in the most personal and intimate way. 

The turn of events since the end of the war has placed 
upon the United States, as the citadel of freedom and the 
of the free nations, the major responsibility for 
world recovery—peace—and progress—and at the same time 
has contronted this nation with the gravest challenge ever 
offered to our principles and our way of life. This situation 
results from the decision of the leaders of the Soviet Union 
to turn away from the cooperation which we hoped would 
prevail atter the war, and instead to seek to impose com- 
munism upon the world. The consequent resistance of the 
tree peoples of the world to subjugation and enslavement has 
tht about the world-wide struggle in which we are now 


conference. 


stronvest 


In any such conflict, it is well to understand the nature 
of the opposing In analyzing Stalinism, we can dis- 
tinguish certain basic characteristics. The first is a group of 
ruthless and ambitious men, driven by a fanatical doctrine 
which holds that the end justifies the means, no matter how 
brutal or unjust. The second characteristic is the seizure by 
this group of absolute control of a large and powerful nation, 
whose strength and resources are now used by its arbitrary 
rulers to carry out their aggressive and expansionist policies. 
The third is the extension of this absolute control to other 
states through the action of a disciplined minority fifth 
column, as has been done in Eastern Europe and as will be 
done wherever freedom and democracy are not strong enough 
determined enough to resist. 

this combination of unrestrained power, based in a vast 
1 lusty country and reaching out in all directions through 
the mechanism of international communism, makes the Soviet 
Union a formidable opponent. Yet the democracies, aroused 
to common action and dedicated to the preservation of their 
liberties, are potentially much stronger. 


torce. 


personally am convinced that the Soviet Union, although 
exasperatingly difficult to deal with, is not willing at this 
time to risk war and will modify its aggressive policies when 
confronted with firm resistance, backed by recognizable force. 
On the other hand, it is extremely important that democra- 
cies, and especially the United States, should never lose sight 
of the fundamental fact that we are forced to a continuing 
struggle for freedom and the American way of life that may 
extend over a period of many years. We dare not allow our- 
selves any false sense of security. We must anticipate that 
the Soviet tactics will be to attempt to wear us down, to 
exasperate us, to keep probing for weak spots they can 
exploit, and we must cultivate firmness and patience to a 
degree we have never before required. The Russians are 
playing a game of patience, in which they believe they can 
outlast us. 

We must continually remind ourselves to take the long 
view, particularly at the conclusion of some dramatic or frus- 
trating experience, whether it be the end of a blockade or 
the termination of a Conference of Foreign Ministers. We 
cannot deviate from our ultimate purpose because of the 
elations or the disappointments of the moment. 

No matter from which direction one approaches our prob- 
lem, one inevitably arrives at the conclusion that the best 
assurance of peace is our determination and strength to sup- 
port our convictions. It is not sufficient only to have the 
potential to defend ourselves by military means if attacked. 
Our strength must exist, and be apparent, since by its very 
existence it serves its highest purpose which is preventing 
war and assuring peace. 

This is the object of our nation’s foreign policy. As a 
member of the United Nations, we are pledged to the settle- 
ment of international disputes by pacific means. We are con- 
scientiously trying to strengthen the United Nations as an 
effective instrument for preserving the peace. We are ener- 
getically working, both inside and outside the United Na- 
tions, to promote the economic and social conditions that will 
remove the causes of wars. If we continue to pursue these 
policies vigorously and steadfastly we will succeed in throw- 
ing back the challenge of communism and at the same time 
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preserving peace. One of the fundamental measures for 
achieving that purpose is the European Recovery Program, 
an essential and effective means of assuring peace. The change 
that has taken place since the Marshall Plan has been in 
operation is profoundly impressive. Little more than a year 
ago, western Europe was disorganized economically, de- 
pleted physically and depressed spiritually. The position of 
its free nations was precarious. The situation approached a 
crisis in which anything might happen. 

The contrast today is remarkable. The free nations of 
western Europe have literally taken a new lease on life. Their 
people have been given more than new hope, important as 
that is. They have been given something to work with and 
their production record proves that they are eager to work 
and that they have the skill and the determination to reestab- 
lish themselves in the world. Of course, the Marshall Plan 
has not been the only factor in affecting this transformation, 
but it has been the major force in the stabilization of Europe. 
It marked the turning point. 

In the great increase of production achieved in Europe 
during the past year, the contributions of farm and labor 
groups, both in this country and in Europe, have been out- 
standing. The organized labor movement in this country 
and the non-communist labor movements in the participating 
countries of Europe have strongly supported the Marshall 
Plan, and these movements on both sides of the Atlantic 
joined in establishing a trade union advisory committee to 
assist in carrying out the recovery program. The support of 
labor groups is vital to success. It is the workers who hold 
the key to industrial production. Similarly, the representa- 
tives of farm organizations in this country have testified for 
the Marshall Plan in Congressional hearings and have like- 
wise been active in an advisory committee to assist the ECA. 
The farmers of Europe have substantially increased the pro- 
duction of food crops. Here is evidence, if such were needed, 
that the Marshall Plan is not merely an arrangement among 
Governments but actually a cooperative effort among peoples. 

The very essence of this great project is that it is not 
a relief program. It is a recovery program and it is based 
on calculations of the minimum requirements for recovery 
over a four-year period. We knew this when we accepted 
the plan in the first place. This means that we must be 
prepared to follow it through to its logical conclusion if 
it is to accomplish its purpose. If we turn back, or slacken 
our efforts, we not only risk losing the momentum thus far 
achieved, we may waste what we have already invested, 
and aside from these material factors, any sign of vacillation 
or indecision on our part will profoundly discourage our 
friends and strengthen the belief of the communists that 
they have only to keep up the pressure until we grow tired 
and give up the struggle. We must face the fact that we 
are engaged in a contest of indefinite duration; that we must 
decide our course and stick to it. 

While the recovery of Europe is a primary requisite for 
maintaining the free way of life and preserving peace, it 
actually is only part of a larger design. Economic revival of 
western Europe is essential to give its people the strength 
to assure their own security. They do not have that strength 
at present. Most of them emerged from the last war practi- 
cally defenseless. Rebuilding defenses is a slow, laborious 
process, particularly since economic recovery has priority. 
Realization of their helpless condition, in the face of the ag- 
gressive and expansive tendencies of the Soviet Union, has 
caused a prevading sense of insecurity that weighs heavily 
on western Europe. Its people have been haunted by the 
fear that they might be rebuilding only to have the fruits 
of their labor again destroyed, and our Russian friends have 
used this fear of war as a potent weapon against economic 





recovery. Thus, if we are to achieve our objectives in Eu- 
rope, it devolves upon the United States to use its own 
strength to shield the free nations of Europe from aggres- 
sion while they rebuild their own defenses, just as we are 
using our material resources to help them revive their econo- 
mies. The two go hand in hand. This, of course, is the pur- 
pose of the North Atlantic Treaty, which the Foreign 
Relations Committee of the Senate has unanimously recom- 
mended for ratification, and of the legislation for military 
assistance which the Administration is now preparing to 
submit to the Congress. 

The Treaty is a pact for the mutual defense of the North 
Atlantic area against armed attack from any source. It 
commits the twelve signatory countries to help each other 
to maintain and develop their individual and collective 
capacity to resist aggression. In partial fulfillment of this 
obligation the Administration proposes to provide one bil- 
lion, one hundred and thirty million dollars of military 
assistance to the European members of the Treaty during 
the next fiscal year. 

The purpose of this measure is to accelerate the rebuild- 
ing of the defenses of western Europe; to increase the faith 
of free peoples in their own ability to resist aggression and 
to make more effective their mutual pledge to contribute to 
the mutual defense of the North Atlantic area. It is as 
simple as that, and as important as that. The very promise 
that all of the twelve nations signing the Treaty will come 
promptly to the aid of any one of them which is attacked 
is in itself a strong deterrent to aggression. The effectiveness 
of that deterrent will be increased in direct proportion to 
the known strength of the twelve nations concerned. 

The great, the priceless, benefit we expect to gain from 
this Treaty is peace. We seek that benefit by making clear 
in advance our determination and that of our partners in 
the Treaty resolutely to resist armed attack with all the 
strength available to us all. Determination is not enough; 
it must be backed by strength. 

If, nevertheless, war should come, the advantages are 
obvious. With the experience of two World Wars behind us, 
no one, I think, would discount the tremendous advantages 
to the United States in having strong and loyal friends on 
the continent of Europe. So, when we assist in strengthening 
our Atlantic Pact associates to resist aggression, we are 
strengthening the defenses of the United States. 

The greatest single achievement toward the creation of 
conditions that would assure lasting peace in the world would 
be the reestablishment in Europe of a group of strong, free, 
virile and progressive states, living together in harmony and 
cooperating politically, economically and militarily. Such a 
group, no longer dependent on the United States or fearful 
of attack from the East, would be a stabilizing force of the 
most vital significance. 

It would contain a population greater than that of Russia, 
much further advanced in science and technology, with re- 
sources much better developed, and an industria! organiza- 
tion much more efficient and productive. Such a Europe 
would be able effectively to resist the encroachments of com- 
munism and providing a living, dynamic demonstration o1 
the superior values of the free way of life, it would exert 
a profound attraction for the repressed and impoverished 
peoples now under the Communist yoke. 

Above all, this Europe would be a great constructive force 
for peace. It shares our aversion for war and that aversion 
has been intensified by the tragic and bitter experiences of 
the recent conflict. Strength in the hands of its free peoples 
will be strength dedicated to the defense of peace. We can 
make no better investment than the restoration of this 
strength. 
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to help make Europe a bulwark of peace, 


If we are 
three things are necessary. ‘The first is the continuation 
of the European Recovery Program until the job is finished 
ind the objective we set ourselves in the beginning is at- 
tained. Second, is to enter fully and wholeheartedly into 
the North Atlantic Treaty for the mutual defense of the 
vital centers of western civilization. ‘Third, is to provide 
military assistance as an effective step toward reconstituting 
the strength of western Europe as a bulwark against ag- 
ind thus a positive force for peace. 

| should like to emphasize the bipartisan nature of these 
policies. The legislation providing aid for Greece and Tur- 
key and tor economic assistance to Europe, and the Senate 
Resolution which guided this Government in negotiation 
of the treaty, were all passed by a Republican Congress 
with a Democratic administration and by overwhelmingly 
bipartisan votes. ‘This seems clear proof that these measures 
far transcend partisan politics and are recognized as repre- 
senting the true basic interests of the American people. 

Certainly, these measures involve undertakings that are 
not to be lightly assumed. They will require large public 
expenditures at a time when our commitments are already 
heavy and economic adjustments apparertly are in progress. 
Sut it is impossible to escape the conviction that they are 
essential in the national interest. What is involved here is 
nothing less than the preservation of our way of life—the 
continued assertion of our right as free men to govern 
ourselves as we see fit and to live according to the dictates 
of our own conscience. 

‘This being true, we should not hesitate to make whatever 
sacrifices are necessary to defend our free institutions. The 
\merican people have repeatedly shown that they will will- 
|, make great sacrifices for that purpose. Public opinion 
favored the inauguration of the Marshall Plan at a 
time when it appeared that the shipment of the necessary 
foodstuffs and other materials to Europe might cut drastically 
into our own supplies. That danger no longer exists. In fact, 
the procurement program for European recovery might be- 
valuable stabilizing influence in our domestic econ- 
hen production is declining. Certainly it is true that 
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_ International Economic Policy 


“WORLD PROSPERITY IS NECESSARY TO WORLD PEACE” 


our foreign aid. programs and our domestic economy must 
be kept in balance as component parts of an integrated 
national policy. 

The time has passed when foreign affairs and domestic 
affairs could be regarded as separate and distinct. The 
borderline between the two has practically ceased to exist. 
Mr. Stimson who served with great distinction both as 
Secretary of State and as Secretary of War, has summed 
it up this way: “No private program and no public policy, 
in any sector of our national life, can now escape from the 
compelling fact that if it is not framed with reference to 
the world, it is framed with perfect futility.” 

Our vast responsibilities in world affairs inevitably have 
their effect on every aspect of our national life, and every 
element of our national life enters into our actions with 
respect to the rest of the world. The strength which we 
must have to overcome the dangers that threaten and to 
accomplish the great task of achieving a just and decent peace 
is not military strength or economic strength alone, but the 
total strength of the nation. It is a strength that encompasses 
such things as education, public health, family life and’ op- 
portunity and incentive for individual achievement. And 
basic to that strength is the passionate devotion of our 
people to the free way of life. We can maintain the material, 
moral, and spiritual strength of America if our democratic 
faith remains strong. 

We know that we can draw from this well-spring of 
faith the strength necessary to carry out the tremendous 
responsibilities of world leadership that have devolved upon 
us . We will express that strength in purposeful and resolute 
action. We must never give others cause to doubt our 
purpose and our resolution. The stakes are too high to 
atford even a suspicion of irresolution. 

We have embarked upon a policy which has already 
achieved a considerable measure of success, as you have seen 
in the past few months, and if we follow it calmly, firmly 
and courageously, we will go forward, step by step, to the 
peace and security which we, and all the free world, so 
ardently desire. 





By HARRY S. TRUMAN, President of the United States 


R. Commander, Members of the Auxiliary, Com- 

rades of the American Legion: | am happy to be 

here with the Legion again at their annual con- 
vention, At the Legion convention last year I talked to you 
about your Government's efforts to achieve world peace based 
on freedom and justice. Today, I am going to talk to you 
about peace, because I think that is the most important 
thing in the world, and I know you agree with me. 


avian 


Last week at Miami, before another convention of vet- 
erans, | discussed our efforts to protect nations against ag- 
gression and to preserve the principles of the United Nations. 
I talked about our collective security agreements and the 
necessity of providing military aid to other countries to sup- 
port those agreements. 

‘Today, I would like to talk about another equally impor- 
tant aspect of our efforts to achieve a lasting peace—that is, 
international economic policy. 


our 


Delivered at the Convention of the American Legion, Philadelphia, Pa., August 29, 1949 





CoNFUSION ON ECONOMICS 

I find that there is a good deal of misunderstanding and 
misinformation about our international economic policy. 

Some of this is deliberately stirred up by certain news- 
papers and politicians strictly for political reasons. Some of 
it is due to the fact that the economic problems of the world 
seem to be distant from our daily lives and hard to under- 
stand. 

World economic problems are undoubtedly complex. But 
their importance to us is very clear. World prosperity is 
necessary to world peace. Furthermore, world prosperity is 
necessary to our own prosperity here in the United States. 
If these facts are kept in mind, it will be easier to under- 
stand what this country is trying to do. 

In working for prosperity in the post-war world, the na- 
tions of the world face new problems—and greater ones 
than they have ever faced before. They are suffering from 
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the terrible after-effects of the war, which caused an almost 
complete breakdown of European industry and of world 
trade. 

There is also the rising demand of men all over the world 
for independence, and for a greater share of the good things 
of life which only a restored and expanding economic system 
can bring. Added to these two problems there is a third. 
This is the attempt of organized Communists to achieve 
economic and political domination of the world through the 
misuse of the desires and aspirations of mankind. 


CHALLENGE TG. FREE NATIONS 


These problems require the combined efforts of the free 
nations. Together, we must repair the damage of war, com- 
plete the restoration of the economy of Europe and revive 
world trade. We must go forward to establish an expanding 
world economy in which men everywhere can work to satisfy 
their desire for freedom and a better life. We must demon- 
strate that the economic system of the free nations is better 
than the system of communism. 

The free nations are determined to avoid the mistakes of 
the past. The roots of the present economic problems go 
back to the First World War. After that war the nations 
of the world made the mistake of following narrow and 
short-sighted policies of economic nationalism. Each country, 
working for its own selfish interest, tried to get the best of 
the others. Each nation erected trade barriers to keep out 
the products of other nations. We all remember Hawley- 
Smoot and what it did to this country eventually. Each 
nation tried to dump its own products in foreign markets. 

These policies were self-defeating. They achieved neither 
national nor international prosperity. Instead, they helped 
to bring on the worst depression the world has ever seen. 

Factories closed down all over the world. Ships lay idle 
in harbors. Surplus crops rotted in the fields. Unemploy- 
ment grew and hunger became widespread. 

In every country there were hundreds of thousands of 
young men and women without jobs and without hope for 
the future. Many of these young people became the prey of 
unscrupulous demagogues. They joined the Black Shirts of 
Italy and the Storm Troopers of Germany. They were the 
tools of the Japanese militarists. In the end, they marched to 
war under the bloody banners of those dictatorships. 


OrpERLY Wor.Lp 
Before the end of World War II, we resolved that the 


international economic chaos which had led to war should 
not occur again. We knew that permanent peace could not 
exist if the nations of the world resumed the policy of dog- 
eat-dog. 

Consequently, the United States joined with other na- 
tions to prepare for a peaceful economic world. The Inter- 
national Monetary Fund was set up to deal with the ex- 
change and monetary problems among nations. The Inter- 
national Bank was established to provide investment capital 
for reconstruction and development. In our proposals for 
a world trade organization, the United States outlined a 
method for breaking down the trade barriers which had 
strangled world commerce in the period between the two 
wars. As the war ended, we made billions of dollars avail- 
able to relieve suffering and repair the damage of war. We 
are proud of that accomplishment. 

These were good beginnings. Never before in history had 
nations made sucl: careful, long-range plans for a better 
economic future. For the first time in the history of the 
world the victors attempted to bring the vanquished back 
to life and prevent their people from starving to death. It 


never before had been done in the history of the world and 
I am proud we did it. 

Shortly after the war ended, however, it became apparent 
that the economic life of the world was more badly disrupted 
than anyone had expected. 

Still further difficulties were created when it became clear 
that the Soviet Union would not join in working for world 
economic recovery. Russia was hostile to European economic 
cooperation. Russia refused to join in the European Re- 
covery Program, and prevented its satellites from joining. 

Russia’s aggressive foreign policy created alarms and fears 
that hampered recovery. On every hand, there was evidence 
that the policy of the Soviet Union was aimed at prolonging 
the distress and suffering of the free nations. 

If we had been discouraged by these difficulties and had 
abandoned our efforts, the results would have been disastrous. 
Once again the streets of Europe would have been filled 
with crowds of hungry and hopeless men and women. Once 
again unscrupulous agitators would have used these angry 
millions to create tyranny and slavery. 


RECOVERY EFFORTS 


But the nations did not let this happen. The free nations 
went ahead with our recovery programs. As a result, pro- 
duction has risen greatly in Europe. Men and women there 
have jobs and food and a hope for the future. They know 
that the democratic way is the way of hope. 

The free nations have overcome the danger of immediate 
post-war collapse, but we have yet to achieve the sound and 
expanding world economy that is necessary for lasting pros- 
perity and peace. 

This larger task is the one that now confronts us. 

The free nations have the resources and the means to ac- 
complish this task. 

Together, they have most of the industrial capacity of the 
world. They have vast supplies of raw materials. They 
have industrious and skillful populations. The free nations 
together have all the elements necessary to provide a better 
way of life for mankind. What is needed is to draw these 
elements together into a continually expanding and produc- 
tive international economy. 

Such a world economy is vital, not only to the cause of 
world peace, but also to our own national prosperity and 
security. We, in the United States, depend upon foreign 
countries for many vital minerals and other raw materials. 
Without foreign trade, many of our industries would suffer. 
Without foreign trade, for example, it would be difficult, if 
not impossible, for us to develop atomic energy. Moreover, 
we need to sell many things abroad. Our cotton, our wheat, 
our tobacco, for example, must have foreign markets. Our 
prosperity would be seriously damaged if the export of our 
products were cut off. 


COOPERATION ON TRADE 


We cannot, therefore, fall back into economic isolationism. 
Instead, we must take every action we can to bring about 
more trade, expanding markets, and growth and develop- 
ment in other countries as well as our own. 

One of the most serious difficulties we face is the fact that, 
at present, foreign nations need to buy more things from us 
than we need to buy from them. They have called upon us 
for food and raw materials in unprecedented amounts. Fur- 
thermore, many countries need equipment and machinery, 
which only we can supply, if they are to develop their own 
resources and raise their own standards of living. 

The urgent demand which foreign countrie, ve for 
these things far exceeds their present ability to pay for them. 
As a result, world trade is now seriously out of balance. 
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We have both short-range and long-range plans for meet- 
ing these difficulties. We will continue the European Re- 


covery Program as our principal means of meeting emergency 


needs in the next three years. At the same time, we are 
moving ahead with long-range measures. 

We're encouraging American business to make productive 
investments abroad in increasing volume. Through such in- 
vestments, foreign countries—especially under-developed 
areas—will be able to obtain the equipment they so desper- 
ately need. 


We are also planning to help the people in under-devel- 


oped areas to learn modern industrial and agricultural 
methods. By this means, they will be able to double and 
re-double their production. By this means, they will be able 
to make an increased contribution to an expanding world 


economy and a balanced world trade. 


In addition, we must continue our well-established policy 
of negotiating reciprocal trade agreements in order to reduce 
barriers to international trade. These agreements enable us 
to buy more from other nations at the same time that they 
o maintain markets abroad for our own products. We 
must increase our buying abroad if we are to achieve a bal- 
anced world trade. 


] 
help t 


CoMMERCE BARRIERS 


we are encouraging closer regional ties 
nations in order to lower trade barriers and increase 


produ tion. 


I ul thermore, 


among 


‘The nations of Europe, under the stimulus of our aid, are 
working toward closer ties of economic union. Already, 


through the Organization for European Economic Cooper- 


ation, they have begun to make joint decisions that affect 
their basic economic policies. In the Council of Europe, now 
meeting at Strasbourg, more far-reaching measures of Euro- 


pean union are being considered. 


A closer economic union means a difficult period of tran- 
sition for the countries that enter into it, but it is essential 
for a better world. The United States will do what it can 
to aid European nations to achieve greater unity. 

\s we go ahead with these long-range measures for a 
le and growing world economy, we shall have to adjust 
our actions to changing conditions. We shall need to be 
alert to new developments, and turn to advantage every pos- 
sipie resource, 


stal 


We shall be concerned in the months immediately ahead 
with certain special and urgent problems arising out of the 
resent unbalanced state of world trade. Representatives of 
the United Kingdom and Canada will soon be here to discuss 
some ot these problems. We look upon these taiks as dis- 


cussions among friends about problems which affect us all, 
and in the solution of which we all have a common interest. 

‘Lhe people of this country are well aware of what the 
war neant to Great Britain and of the stresses and strains 


which have been laid upon the British people in recent years. 
‘The representatives of the United Kingdom will find here 
a warm personal welcome and may be assured that these 
mutual problems will be examined by us in a spirit of friend- 
liness and helpfulness. 


PATTERN FOR CONFERENCE 


In our discussions with the representatives of the United 
Kingdom and Canada, as in our approach to problems with 
other nations, we must keep clearly in mind the basic under- 
lying principles upon which the economic policy of free na- 





The first principle which we should clearly understand is 
that a sound and expanding world economy is essential to 


world peace. International economic discussions revolve 
around such prosaic things as tobacco and rubber and rates 
of interest and the value of currencies. But, behind all these, 
lie the great objectives of satisfying the material and spiritual 
needs of mankind and preserving democratic freedom. 

The second principle which should be clearly understood 
is that we are trying to expand the exchange of goods and 
services among nations. Sound and prosperous relations 
among nations rest upon the exchange of goods and services 
on a business basis. We're not engaged in a charitable enter- 
prise. We're not looking for trick solutions to deep-seated 
problems. 

The third principle is that we cannot succeed in creating 
a sound and expanding world economy unless we keep ever- 
lastingly at it. There are times, no doubt, when we shall 
become impatient or annoyed by delays and obstacles. But 
we cannot throw in our hand and walk out of the game. 
Nor can any other nation afford to do that. The path of 
mutual adjustment and combined economic effort is not an 
easy one. The economic interests of nations are not easily 
reconciled. No group can get all it wants. But there is no 
other way to the solution of our difficulties than the way of 
mutual concession and cooperation. 


INTERNAL POoLitics 


The fourth principle is that the democratic nations are 
not proposing to interfere in one another’s internal politics. 
We know very well how we would feel if some foreign 
nation tried to tell us how to vote. We recognize that each 
nation has its own political problems and that it uses differ- 
ent political labels and different slogans from those we use 
at home. In the same way, nations have different business 
practices and different governmental devices for achieving 
the same economic ends. 

A community of democratic nations cannot insist on uni- 
formity in matters of politics or business. The only uni- 
formity on which they can insist—and this is what binds us 
together as free nations—is a firm adherence to democracy, 
true democracy, not the fake kind put out by the Commu- 
nists, coupled with a common desire to improve the standard 
of living of all our citizens. 


On the basis of these four principles, the free nations of 
the world can solve the difficulties which confront them. On 
the basis of these principles, they can achieve their goal of a 
sound and expanding world economy. 


There’s one more thing for us, as Americans, to remem- 
ber. Our country is the most important economic unit in 
the world today. The future of the world depends upon 
the continuation of our own economic growth and develop- 
ment. If we can continue to increase our national income, 
and raise our standards of living, the solution of international 
economic problems will be far less difficult. 

Every one of us has a responsibility in building a peaceful 
world, and I’m very certain there’s not a man or a woman 
who does not want to see a peaceful world in the future. 
We can contribute to that cause in our daily lives, in our 
jobs, in our thinking. We contribute to peace when we work 
for the prosperity and growth of the United States. We 
contribute to peace when we reject the claims of the selfish 
interests, here and abroad, that would turn us against the 
cause of international cooperation. We contribute to peace 
when we ask for Divine guidance and help for the efforts 
of mankind to establish understanding and good-will among 
the nations of the world. 
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Safeguarding American Tradition 


REAFFIRMATIONS OF FAITH ARE BENEFICIAL 


By HOWELL THOMAS HEFLIN, Attorney, Tuscumbia, Alabama 
Delivered at American Legion Convention of the State of Alabama, Mobile, Alabama, July 3, 1949 


E are gathered tonight to honor Legionnaires who 

have died since the last state convention and to honor 

the Legion of American warriors who have lost 
their lives in conflict. Yet neither memorial services nor 
specific holidays set aside for remembrance can ever fully 
measure up to their purpose. It is not within our power 
to praise enough those who have given all for country or 
mankind. These include not merely the victims of the battle- 
field, they include those who suffered the consequences of 
war long after the last grenade was thrown. They include 
those who suffered from their struggles to obtain peace while 
battling greed, injustice, and intolerance after their return 
from foreign soils. To all of them the green wreath of 
Theodore O’Hara’s poem, “The Bivouac of the Dead,” 
should be placed at their graves: 


“Nor shall their story be forgot while fame her records 
keeps, 

Or honor points the hallowed spot where valor proudly 
sleeps.” 


Abraham Lincoln thought it impossible to consecrate a 
final resting place for soldiers who through their deeds have 
already consecrated their graves far above our poor power 
to add or detract. All that we the living can do on an 
occasion like this is to realize the true meaning of a memorial 
service, of which Thomas Lane says: 

“Across time and space we touch hands in spirit with 
those who have traveled onward. And from this communion 
with the dead we draw faith to go forward, as they once 


did, to build a better world.” 


SHRINES NEEDED 


Shrines are needed such as in Carl Sandburg’s latest novel, 
“Remembrance Rock,” which Justice Windom, a retired 
Supreme Court Justice, erected in the garden of his home, 
where reverently were placed containers of earth from the 
battlefields of this country. Judge Windom would retire to 
the sanctity of his “Remembrance Rock” in times of need 
in order to regain his faith. After his death his grandson 
read these words in the presence of this rock: 

“The hard beginning, the chaotic obstacles of the days 
when the Republic seemed lost, these must be remembered. 
To lose them is to lose the Republic. Nations go down when 
people forget where they came from and when they become 
satisfied with themselves.” 

We need songs such as that which gave the British 
strength, courage, and a sense of individual responsibility 
during the days when the Luftwaffe was bombing England, 
before the participation of America and Russia in the last 
conflict. Englishmen went to their bomb cellars singing: 

“There'll always be an England and England shall be 

free; 

There'll always be an England if England means as much 

to you as England means to me.” 


Why did Americans fail during the last war to develop 
a song, or even a poem which approached the universal re- 


sponse to which “Over There” and “Flanders Field” received 
in World War I? Why, since this last war, are our village 
greens undecorated with memorials of bronze and stone? 
Where are such “living” memorials as community homes, 
recreational facilities or flower trails? Why are speakers at 
memorial services and patriotic celebrations often labeled 
“Warmongers?” Why are veteran organizations criticized as 
“playing soldier” when they seek to safeguard American 
tradition? 

Is America approaching an age of indifference, doubt, 
cynicism, and unbelief? Or if the disease be neither in- 
difference nor cynicism, but rather apathy, self-complacency, 
aud overconfidence, what should we do about it? 

I feel it is most important to diagnose our world, our 
country, and ourselves regularly and to benefit from the 
medicinal effects of an American rededication and of a 
reafirmation of faith in the principals of freedom, justice, 
and democracy. 


In any inventory of our ills we must note the reliance of 
America on the atomic bomb is beginning to resemble the 
complacency of the French with respect to the Maginot 
Line. Many Americans believe that because we have the 
bomb we are certain to win any war. This dependence on 
the bomb may become as fatal to us as the Maginot Line 
was to France. We know not what subterranean defenses 
the Russians may be building. We do not appreciate the pos- 
sibilities of a bacteriological or a modern gas war. We think 
about 1952 rather as a year in which another presidential 
election will be held than as the year in which, most scientists 
predict, the Russians will have conquered the miracle of 
“industrial knowhow” and the year in which Russia will 
probably begin the production of atomic bombs. 


Through the Declaration of Independence and through 
our Federal Constitution, we have laid down and imple- 
mented the doctrine of the dignity of the man. Under 
concepts of government which are built upon totalitarism 
there can be no dignity reserved for the individual. Individ- 
ual freedom must be sacrificed under collectivism and in 
return an offer of materialistic security is falsely made. The 
Communist creed reduces the individual to utter inconse- 
quence, just as it derides God and hoots at moral principles. 

In our diagnosis of the world we unmistakenably find the 
concept of the dignity of the individual is in great danger. 

An Alabama poet, Thomas Christopher, ably said: 


“The boys who lie at Battaan, and Salerno, 
Flanders, and San Juan Hill, 

Chickamauga, and Cowpens— 

They believed that their death 

Would bring light to America, 


And through America to humanity. 
* 7 cd ” * 


“They died to give life. 

And though they are dead, they yet breathe; 
Their ghosts will huff and puff against 
Our straw-houses 

Until we hear their cries. 
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“And hear them we will, 

For the destiny of America 

Is to breathe into the nostrils 

Of men the true dignity of humankind.” 


The Voice of America, the Marshall Plan, the North 
Atlantic Pact, and our many humanitarian enterprises of 
international scope are giving breath to this destiny of 
America. 

But to be effective as missionaries of democracy we must 
make sure our hands are genuinely clean. 


We must proceed to get rid, not merely of masks, but the 
spirit which hides behind the hood and the sheet, the spirit 
of lawlessness, malice, and prejudice which finds satisfaction 
in leaving lash whelps across the backs of helpless people. 
Decent Alabamians must applaud the action of the Legis- 
lature and other efforts to drive out of business the Ku Klux 
Klan, which so often desecrates the symbol of Calvary with 
the fire of hate. 


Among the purposes of the American Legion, according 
to the preamble to our constitution is that of fostering and 
perpetuating a 100 per cent Americanism, as well as safe- 
yuarding and transmitting to posterity the principals of 
justice, freedom, and democracy. If we Legionnaires are to 
be true to that preamble we must all rise up against the 
Kian, as the General Gorgas Post has done in Jefferson 
County. The Legion, as a group, standing for the highest 
tradition of Americanism, cannot wash its hands of the 
Klan. Pontius Pilate washed his hands, but the Christian 
world has never forgiven him. 

Klan activity in this country is effecting our foreign 
policy and the cold war in Europe. The people of Europe 
are too familiar with groups that have used lawlessness, fear 
and hate. They have known what it is to be under the heel 
ot blackshirts and stormtroopers, who without the due pro- 
cess of law, deprived them of individual rights. 

During the recent May Day celebration in Czechoslovakia, 
the Communists staged a parade in which they marched men 
dressed in U.S. Army uniforms with hands raised in a Nazi 
salute following behind a group of men dressed in the re- 
valia of the Ku Klux Klan. Communists feel it is excellent 
propaganda to keep on reminding the fascist-hating people 
of Europe that a fascist Ku Klux Klan exists in America. 

If we are to be successful in keeping the iron curtain from 
enclosing more of the population of Europe we must clean 
up our back yards. 


Continuing our diagnosis, let us face the fact that religious 
freedom is being seriously challenged, for from Eastern 
Germany to China, men have already learned the terrible 
truth of William Penn’s words: ‘These people who are not 
ruled by God will be ruled by Tyrants.” 

Cardinal Mindszenty stands out as a symbol of resistance 
to ungodliness. In order to attempt to deprive a God-fearing 
democratic world of a martyr, drugs hypnotism, or some evil 
Russian sorcery of a Rasputin variety was used. But the 
trial of Mindszenty stands out to Christians as true martyr- 
dom, for he is a martyr if the world ever had one. The 
Protestant clerics of Bulgaria deserve great recognition for 
their resistance against Marxism. And now we find in 
Czechoslovakia that Archbishop Josef Beran is being guarded 
like a criminal and subjected to the indignity of having to 
address audiences of hecklers and cat-callers. His last words 
to reach the outside world are a warning to his people not 
to believe that a Communist press may tell them when he 
is denied free speech. “It is an issue,” he has declared, “of 
replacing Christianity by Marxism, which assumes for the 





State the rights in matters of conscience, faith, and morals— 
something no Christian can accept.” 


In such circumstances, we, as believers in religious free- 
dom, must concur with Cardinal Spellman’s reminder that 
rebellion to tyrants is obedience to God. 


Projecting our diagnosis of American life, we cannot 
avoid realizing that many Americans are prone to measure 
democracy in terms of electric ice boxes, radios, television 
sets, and 3 and 4-porthole Buick automobiles, and so lose 
sight of the proper measurements of democracy. Abroad, even 
among our best friends, there is more talk about our ma- 
terialistic values than our guarantees of individual justice 
and liberties. 


Self-interest sets the course in connection with too many 
of our national domestic problems. Problems touching labor- 
management relations, housing problems and other fields 
should be solved on the basis of the national need rather than 
the effect on a particular person or group’s financial profit. 
We must learn to separate our political and social thinking 
from our economic background and status. Modern-day 
Judases seem to be ready to betray the national economy by 
striving for short-term successes and material benefits rather 
than the country’s long-rang good. 

So far, I have given you a list of imperfections, but the 
fact remains that democracy in America is robuster and 
healthier than it is anywhere else in the world. 


Our own American Legion is, I believe, contributing 
greatly to this result. General Gorgas Post No. 1, in Jeffer- 
son County, took the initiative in arousing the people of that 
county against the Klan. The Montgomery Post took a firm 
stand against the removal of rent controls, on the ground 
that the well-being of that city and of the state requires 
that such regulations stay in force until the present housing 
emergency is over. 

Through its Americanism program the Legion is constantly 
striving to build true Americanism by way of such projects 
as boy’s and girl’s state, junior baseball programs, 4-H Club 
work, and numerous other efforts. 


During the period between the last two wars the Legion 
aided materially in keeping this country from completely 
disarming, as some pacifists and isolationists would have had 
us to do. 


In this hour of seemingly unbelief, apathy, and indifference, 
a return to basic democratic thinking is absolutely essential. 
We need to treasure our concept of government which has 
been commonly called the American Way of Life, rather 
than cynically referring to that term as just a platitude. We 
need to live by the principles of justice and freedom, rather 
than just giving “lip service” to them. 

Our entire population truly needs a remembrance book, 
a song of reafirmation, memorial services and constant re- 
minders. The Legion as a body of civilians who went to 
war for God and country, and who now wish to live in 
peace and justice under the same auspices, needs sources of 
strength and inspiration in order to carry out its tasks as 
the Legion of American warriors fighting for peace and 
justice. 

We need to gather a little sod from the final resting place 
of the men we honor tonight and place it beneath our “re- 
membrance rock.’”” We need songs and poems about our 
land to give us a sense of individual responsibility. 


For those who could not come back to their native land, 
for those who have fallen since because of the scars of battle, 
for all Legionnaires and for all Americans who have had 
to swap their lives for the freedoms we, the living, enjoy 
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this hour speaks with an eloquence no mere words can ex- 
press. Those who have gone have done their utmost for a 
great cause. We who remain must safeguard what they 
fought for. At this solemn hour, we bear in mind General 
Eisenhower’s Order of the Day, which was read to the 





ERIODICALLY, the place of high school and 

college debating in our educational schemes comes 

up for re-examination. At such times it is appro- 
priate for those of us who see lasting values in school debat- 
ing to review those values. There are, it seems to me, four 
distinct educational opportunities to be derived from a 
program of high school and college debating. I welcome 
this occasion to discuss these opportunities in general terms 
and, if I may be allowed, in terms of my own personal ex- 
perience. And what are these opportunities? 

First, effective speech is largely a matter of practice, and 
the earlier one takes part in public address the surer and 
readier a speaker he is likely to be in maturity. Like the 
learning of a language, practice in public speaking cannot 
begin too early. Learning to think on one’s feet, spontane- 
ous and ready speech, comes with doing, and doing early. 

A long period of time is required to develop the indispensa- 
ble elements of distinguished speech—self-assurance, poise, 
urbanity; a nice sense of rhythm; the ability to make mean- 
_ingful shifts in volume, pitch, intensity, and pace; a balanced 
combination of form and content; and intelligent blending 
of language and thought; freedom on occasion to let one’s 
self go and in a kind of disciplined spontaneity pour out 
one’s deepest convictions in sincere and passionate earnest- 
ness. The “born” speaker is usually one who starts public 
speaking while still an adolescent. 

Second, high school and college debating is likely to direct 
students to serious study of public questions at an early age. 
Debate questions usually involve important issues of high 
conflict, and youthful minds are attracted to them by the 
lively and controversial way in which they are put. Most 
average students, even if they are majoring in one of the 
social sciences, will not delve deeply into such questions as 
labor relations, foreign policy, the control of business cycles, 
the tariff, public finance, and so forth unless they are chal- 
lenged by active participation in debate. In my own case, 
I recall, while only a sophomore in high school, going rather 
deeply into the intricate question of the graduated income 
tax for the purpose of contesting in a state-wide debate—a 
debate, incidentally, which I won, and nothing has ever 
made me as proud as the victory won in sophomore days. 
Thus at a relatively tender age I was personally introduced 
to the complexities of economics by way of school debate. 
A thorough knowledge of a subject is the surest way of 
winning a debate—for rebuttals cannot be won without 
finger-tip knowledge that comes out spontaneously, and most 
debates are won on rebuttals. 

Third, debating forces a student to consider all sides of 
a particular question. It is a mistaken notion that debating 
requires a student to think in distinct terms of black and 
white. Usually, the student learns to take all sides of a 
question, and often the question is phrased in a variety of 
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men of his command after they embarked for the Normandy 
Beaches on June, 1944: 

“You are embarked upon the great crusade towards which 
we have striven these many months. The hopes and prayers 
of liberty-loving people everywhere march with you.” 


ways in order to exploit it from different points of view. 
This training in seeing all around a question, its many sides, 
its various facets, is invaluable. It affords significant train- 
ing in flexibility and breadth of view. However, further 
to assure the student an opportunity to develop a subject in 
his own personal way, it is well to schedule a few discussions 
as well as debates, discussions in which the student is freed 
from any fixed statement of the problem and may state the 
problem and develop it in any way he sees fit. 

Fourth, and most important, public speech allows valuable 
training in clear and precise thinking. Indeed, clear expression, 
both written and oral, is inseparable from clear thinking. The 
debater thinks through a proposition over and over again, 
phrases it any number of ways, and publicly experiments 
with it on numerous occasions before he finally achieves 
the crystal clarity he is seeking. This passion for clear ex- 
pression develops into a passion for clear thinking, for the 
young debater soon learns that without clear thinking there 
can be no clear expression. The late Senator Albert J. 
Beveridge, himself an able orator, observes in his monu- 
mental biography of Abraham Lincoln that Lincoln’s speeches 
at the end of any given political campaign were always 
better than they were at its beginning—by a process of 
selective repetition Lincoln distilled in clearer and clearer 
fashion his political arguments and ideas. 

Personally, I have been appreciably helped in my profes- 
sion of college teaching by my high school and college 
debating experience. In the very earliest days of my college 
teaching I never experienced the self-consciousness and even 
stage fright so often betrayed by the beginning teacher. 
Moreover, in my very first year of teaching I was called 
upon to lecture to hundreds of freshmen in large lecture 
sections but, because of previous practice in public address, 
I looked upon these lectures, even at the beginning, as a 
challenge that could be successfully met rather than as a 
frightful hurdle somehow to be overcome. 

The most important lesson learned in school debating, 
however, is respect for that rigorous winnowing process 
whereby the relevant factors are culled from the irrelevant 
and presented in the simplest and clearest way—respect for 
classic clarity of thought and expression. 
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